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An Inter-American Bank 





HERE will be held at Washington the latter part of this 
month a Pan-American Financial Conference, whose delib- 
erations will largely be concerned with problems of banking 

and finance affecting the various American nations. 

No doubt some suggestion will be offered for improving the 
banking facilities between the United States and the Southern 
republics. 

We have already made a beginning in this direction under the 
Federal Reserve Act which permits banks with $1,000,000 capital 
and over to establish foreign branches, subject to the approval of 
the Federal Reserve Board. Already one large New York bank 
has taken advantage of this provision and has established branches 
at several principal points in Latin America. 

Of course, the institution in question by its size, strength and 
the skill of its management is admirably fitted to serve as a foreign 
representative of our financial interests and to exemplify American 
banking standards. 

But the inquiry arises whether it might not have been better 
instead of providing for the establishment of foreign branches of 
existing banks to have legislated for the creation of a bank specially 
formed to develop oversea trade and to strengthen our financial 
relations abroad. 

Might not a bank organized and equipped for this special service 
have possessed advantages over any existing banks not so organized 
and equipped ? 


But even with this consideration thrust aside, there is, in our 
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opinion, a solid reason for proceeding with extreme caution in the 
extension of our banking relations with the Latin-American coun- 
tries. ) 

We have labored long and earnestly in promoting the develop- 
ment of our banking organization so that it would afford the best 
possible service in the foreign field, and we hope that in going into 
South and Central America our banking capital will do so in the 
most efficient manner. 

Devoting ourselves for the present to a consideration of the 
form of such banking organization, rather than to its functions and 
services, we come to these conclusions: 

Banking, particularly when conducted on a large scale, such as 
would be necessary in international transactions, assumes a most 
important place in the economic life of any country. If conducted 
by a purely outside corporation, deriving its authority from a foreign 
source, it is very liable to excite suspicion and arouse hostility, 
defeating the very end for which an international bank exists— 
the development of trade among the nations and the extension of 
financial relations. 

An institution organized and owned in the United States, and 
controlled and managed exclusively by our own citizens, would 
probably be looked on in the Latin-American countries as working 
solely for our own interests. 

Would we not render such suspicion and distrust practically 
impossible by inviting the banking and business interests of Latin 
America to join with our banking and business men in forming 
an Inter-American Bank, that should not be a United States bank, 
a Brazilian bank, nor an Argentine bank, but really what its 
name implies, an Inter-American Bank, organized by the capital 
and commerce of all the members of the Pan-American Union, and 
working in the interests of all? 

Would not a bank deriving part of its capital and part of its 
personnel from each of the Latin-American nations be better fitted 
to serve those nations, and thus to promote the common interest by 
coéperative participation and management, than a gigantic bank 
owned and controlled by United States capitalists alone? 

The time may come when the branch of a United States bank 
will not be weleomed in South America. We should carefully lay 
the foundations of our banking extension into foreign lands, so 
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that the business established will be permanent, and its benefits 
mutual. 

All of which is respectfully submitted to the Pan-American 
Financial Conference. 





Ik WE SAVE MONEY WE MAY BECOME THE 
WORLD’S BANKERS. 





HERE is just one way in which America’s present growing 
importance in international finance may be maintained and 
strengthened, and that is by saving money. 

Europe is compelling us, to a certain extent, to buy back our 
own securities held there, and the enormous balance to our credit 
abroad on current trading account enables us readily to absorb all 
the offerings, with a large amount left over. We have been able 
to lend considerable sums to foreign countries also. This demand 
for foreign loans will not only continue but may be expected to 
increase. Even if the war speedily closes, it will leave in its train 
a vast burden of debt to be provided for, so that London, Paris and 
Berlin will have on their hands all they can handle for a good while 
to come. We should be in a position to take their place as inter- 
national purveyors of capital, and will be if our people all work 
harder and save more money. 

It must not be forgotten that we shall require a large amount 
of funds to finance our own enterprises which have been accustomed 
to go abroad for loans. To meet this demand, to take back our 
securities from Europe, and to provide for the international financ- 
ing already coming to us as a result of the war, and which is bound to 
come in an ever-increasing volume, we must bring about a prompt 
and material addition to the saving capacity of our population. 

How is this to be done? The banker should lead in the work, 
for he best comprehends its importance. But the interest of the 
home, the school, the church and of the Government must be en- 
listed. 

It is possible for every bank largely to increase its business. If 
the banks themselves lack the business-building equipment, they 
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should lose no time in getting into touch with some one of the many 
excellent publicity organizations, and thus get the benefit of expert 
advice. 

The power to add legalized savings departments to National 
banks, conferred by the Federal Reserve Act, will alone, if properly 
utilized, immensely increase the country’s savings. Every bank 
that has a savings department of any kind should make that fact 
known to the people. The great mutual savings banks of the East 
should be aroused from their slumbers, and be compelled by legis- 
lation if necessary—for they are quasi-public institutions—to tell 
the people something about the advantages and safeguards such. 
banks offer. Even the Federal Government should advertise the 


fact that the post office offers a safe depository for those timid souls. 


who would rather have their money in the custody of the Govern- 
ment at two per cent. than in the hands of a bank at three or four. 

Is it not time for the various organizations of bankers through- 
out the country to give closer attention to united effort for develop- 


ing the saving propensity of the people and increasing deposits in. 


savings institutions? 

We are not unmindful of what has been done, but it is only a 
beginning. 

There never was a time when so much of individual benefit, of 
National welfare, and of incidental banking profit, could be derived 
from a vigorous and properly-directed campaign for the stimu- 
lation of the savings habit among the people of the United States. 





FIGHTING KING ALCOHOL. 





pam ange of international politics have been busily engaged 
since last July in explaining the causes and objects of the great 

European conflict. Naturally, one would expect these expla- 
nations to bear the bias of the particular persons making them. 
We should look for similar views from Russian, French and British 
sources, but the German and Austrian would take an entirely op- 
posite position. As in most controversial matters, although the 
weight of evidence upon one side or the other may preponderate, 
truth is not usually the exclusive monopoly of either. 
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Bluntly stated, Germany appears to be contending for military, 
commercial and political power. The Allies seem imbued with 
the idea that Germany’s ambition for military power threatens the 
security of some or all the nations now arrayed against that country, 
and furthermore menaces the peace of the world. That supposedly 
dangerous military power and ambition, they contend, must be 
curbed. This view undoubtedly represents an earnest conviction, 
as witnessed by the blood and treasure so lavishly poured out in 
upholding it. 

What the Allies fail to perceive is that the overthrowing of one 
great combination of military power by another combination implies 
the supremacy of the latter, with the possibility of aggressiveness 
which not infrequently follows great victories. No doubt the Allies 
console themselves with the belief that their contest is for noble 
national ideals undimmed by the lust of power. 

But if they succeed it can only be by a greater exercise of mili- 
tary foree than that possessed by Germany and Austria. Their 
military prowess, in the hour of victory, will surpass that of Ger- 
many. If they exercise that superiority more wisely and humanely 
than Germany has done, their triumph will tend toward a reasona- 
bly permanent peace. If they do not, will the outcome of the vast 
struggle have any other significance than the substitution of one 
combination of military powers for another? 

We must, of course, hope that the high ideals professed by the 
Allies in this mighty conflict will translate themselves into deeds 
of moderation, mercy and wisdom when peace comes. Their course 
thus far gives ground for such a hope. Under extreme provocation 
they have practised self-restraint. And this gives reason for belief 
that in the day of victory, should it finally come, they will stay the 
clamors of those who thirst for vengeance. 

But we have said more on this phase of the subject than was 
intended. All outside the intense feeling and the severe suffering 
that the war inflicts possess but a poor equipment for understanding 
the position of those engaged in the combat. Anything like criticism 
is likely to savor of impertinence. 

We started out to find, if possible, the real objective of the war. 
What are the embattled hosts fighting for? Each side thinks it 
knows, and one of them may be right. Yet, on the other hand, the 
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object of the conflict may not be clearly revealed until the hour of 
settlement comes. 

One phase of the contest, however, has been rather surprising— 
that is the embargo which some of the contending nations have 
found it necessary to put upon the liquor traffic. France has ta- 
booed absinthe, Russia has stopped the sale of vodka and other 
drinks, and now Great Britain seriously debates the propriety of 
absolute prohibition during the war. 

These actions indicate that great military leaders and statesmen 
do not look with favor upon the use of intoxicants. 

Yet there are some anomalies in the situation—the Germans, 
who are great consumers of beer, have thus far had the chief mili- 
tary success, and the victories of the abstaining Turk do not bulk 
large in the dispatches. We hope the brewers may not copy this 
statement in their advertisements, and that the champions of prohi- 
bition may not accuse this MaGaZInE of being in the employ of the 
liquor interests. We are not seeking to make out a case either for 
the moderate or immoderate use of alcoholic stimulants or for pro- 
hibition, but merely to call attention to what is certainly a most 
interesting phase of the great European struggle. 

The Frenchman who drinks wine in moderation with his meals 
does not seem to have been seriously injured by so doing, and the 
German, who takes beer with his dinner—and probably on other 
occasions—displays great physical prowess. Is there something in 
the temperament of the German that enables him to do this? An 
interesting question for the scientific mind concerned with such mat- 
ters. And again, why has drink made such very serious inroads 
upon the efficiency of British labor? And of this we are judging 
only from the recent drastic proposals of the British Government. 
Has Great Britain suffered more heavily from drink because of 
the climate, the characteristics of the people, or from socia] and 
industrial conditions? A condition must be serious that involves 
even the possibility of so radical a departure as would be the im- 
mediate adoption of prohibition in the United Kingdom. 

There is, of course, a very practical lesson involved in this matter 
for our own country. The British Chancellor of the Exchequer has 
declared that his country is fighting three enemies—Germany, 
Austria and Turkey—but the greatest enemy of all is drink. He 
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has dramatically declared that drink is more to be feared by 
England than all the German submarines. 

Now, if this be true, instead of our own people rushing ahead in 
the formation of military leagues for National defense, had we not 
better set about the task of promptly ridding the country of the 
liquor traffic? 

If drink is more to be feared than a powerful enemy in the 
field, why should we wait until the moral and physical fiber of our 
people shall have been deteriorated, and then in the hour when we 
may be attacked begin frantically to attempt a curtailment of its 
ravages? 

If Mr. Lloyd-George is correct in saying that drink is more 
to be feared than submarines and the enemy’s hosts, can we afford 
to delay in taking steps to put an end to its destructive work once 
and for all? 

Would it not be a curious outcome of the present struggle should 
it finally be disclosed that the real enemy against whom war has 
been waged was King Alcohol? 





CONSERVING HUMAN LIFE 





NE gets a refreshing view of the efforts being made to care 
for human life in reading the account of the award to the 
New York Central Railroad of the E. H. Harriman Me- 

morial Gold: Medal, presented by Mrs. Harriman to the American 
steam railroad having the best record in Safety and Accident Pre- 
vention during the year 1914. The award was made by the Ameri- 
can Museum of Safety upon evidence submitted by the competing 
railroads to the following distinguished committee: 

Mr. Arthur Williams, President, American Museum of Safety; 
Mr. Samuel O. Dunn, Editor, Railway Age Gazette; Hon. Charles 
P. Neill, former U. S. Commissioner of Labor; Hon. Edgar E. 
Clark, Member, Interstate Commerce Commission, and Prof, Alex- 
ander C. Humphreys, President, Stevens Institute. 

In making the presentation, Professor Fredk. R. Hutton of 
Columbia University, and one of the trustees of the Museum, stated 
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that the record of the New York Central has been remarkable in 
that during the past four years there has not been a single passenger 
fatality in a train accident, although in that time the number of 
passengers actually carried on its trains equalled twice the popu- 
lation of the United States. During the period mentioned nearly 
three million trains, freight and passenger, were operated. 

A replica of the medal in silver was presented to the Operating 
Department of the New York Central and a bronze replica to 
Dennis J. Cassin, a retired locomotive engineer who, in the course 
of the lengthy service of fifty years on the New York Central, never 
had an accident and who, during that time, had driven many of 
the fastest trains on the road, among them for sixteen years the 
“Empire State Express.” 

The late Mr. E. H. Harriman was himself one of the country’s 
great railroad men, deeply interested in the promotion of safety 
in travel, and Mrs. Harriman, in offering the medal referred to, is 
perpetuating his work. 

The example of this great transportation corporation in seeking 
to promote the safety of its passengers is, of course, not unique. 
It only happens that in this particular instance it has beaten its 
competitors. 

The standard of corporate treatment of the public and of em- 
ployees has undoubtedly risen in this country in the past ten or 
fifteen years. Part of this advance may have been due to com- 
pulsory legislation, a great deal of it undoubtedly prompted by 
changed public sentiment, and no small share of it attributable to 
the fact that the corporations as a part of the community have 
participated in the general progress. 

Nobody supposes that railway corporations ever took any 
pleasure in maiming and killing passengers—except, possibly, 
those who once rode on annuails—for the more passengers the rail- 
wuys killed, the fewer people there were left to travel, and fatal 
accidents were bad advertisements for the tourist traffic. 

But the railways have awakened to a keener realization of their 
duties to the public, and are competing with one another in the 
rendering of safe and efficient service. The old plan of concealing 
accidents as much as possible, and refusing to give out any informa- 
tion about them, has been superseded by a policy of immediate and 
complete publicity just as soon as the details of an accident become 
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known. This creates the impression that the railway is not trying 
to conceal anything, but that it has the same interest as the public 
in promptly learning the truth. 

The example of a careful regard for human life is one just now 
sadly needed. That a great railroad corporation should have been 
rewarded for its achievements in this direction is a hopeful sign. As 
the concern of the railroads for the preservation of human life in- 
creases, it may be hoped that the apparent determination of a good 
many persons to destroy the railroads may diminish. 





PUSHING INTO THE FOREIGN FIELD 





HUS far very few of our banks have taken advantage of the 
privilege of establishing branches conferred upon National 
banks of $1,000,000 capital and over by the terms of the Fed- 

eral Reserve Act. And even where branches are established, they 
will probably be confined, for a long time at least, to a single office 
in the principal commercial center of the country into which the 
American bank goes. We shall thus get gradually accustomed to 
foreign branches; and should the experiment prove successful, an 
extension of the number of them will follow. 

In Cuba and other parts of the West Indies, the great chartered 
banks of Canada are already numerous and well entrenched in a 
profitable business. Branch banking is something the Canadian 
banks do not have to learn as do most of our institutions. The 
Canadian bank, having many branches in its own country, finds it 
an easy matter to locate branches abroad. In fact, most of these 
institutions are great head-office banks with abundant capital, and 
well equipped by experience to make a success of banking in the 
foreign field. That American banks will slowly develop their 
foreign connections may be expected, but it may be a long time 
before their branches become very numerous. 

If hereafter in some parts of the world there should be closer 
competition between Canadian branch banks and those of the 
United States, it does not follow that the former will lose any busi- 
ness. By greater experience in the particular field, and with their 
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long familiarity with branch banking, and having large capital 
equipment, they may long outrival the American banks, and it may 
be that this fresh competition will only result in more business all 
round, as sometime happens where a new bank is set up in a place 
where but one existed before. But, at any rate, the prospect of 
very serious competition of the American banks with the Canadian 
branches in any part of the world appears remote. 





NOTHING NEW UNDER THE SUN 





N archaeologist lecturing recently in Philadelphia has brought 

to light some facts about the ancient world which must give 

a rude shock to those who boast of the progress of modern 
‘times. 

For example, those who are swearing off their income tax and 
swearing at it as an invention of Mr. Bryan and the Democratic 
party, may learn that in the year 6 A. D. an income tax was estab- 
lished in Rome on all incomes in excess of $4,000. The statement 
from which this information is quoted does not say whether or not 
married men were allowed some exemptions, as in our present in- 
come tax law. 

Professor Cobern, who makes the statement, tells us also that 
fashion decreed the vogue of the hobble-skirt in the time of Moses. 
Labor unions and shorthand reporters were numerous in the first 
century. Nero found three elevators essential to carry him to and 
from the different floors of his palace. Professor Cobern is silent as 
to the number of aeroplanes and automobiles kept in the imperial 
establishments. 

There were several great monopolies in the first century, it is 
declared, the greatest of all being the oil business. This ancient 
octopus dealt in olive oil and the like. There were also monopolies 
in eggs, perfumes and bricks. 

As to homes, Professor Cobern says he has read in manuscripts 
dug from ancient tombs and houses of a Roman who spent the 
equivalent of $12,000,000 upon decorations for his house. Another 
plutocrat spent $90,000,000 in one year. Nero on one occasion 
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spent $175,000 for roses on his banquet tables. The roses were 
brought from Egypt. 

These tales of extravagance indicate that our spendthrifts are 
amateurs at the game, and might as well quit it, realizing that they 
are cheap and hopeless imitators of long-gone adepts in the art of 
getting rid of money. 





CONTEST BETWEEN FEDERAL AND STATE BANK- 
ING SYSTEMS 





VIDENCES are cropping out of a possible conflict between 
the banks operating under Federal and State authority. 
This is a very ancient phase in American banking history, 
and liable at any time to recur under our dual banking system. 
Its possibility was frequently pointed out at the time the Federal 
Reserve Bill was before Congress. 
Conceivably, a Federal banking system might be made so good 


that all the banks would quickly rush into it. 

The framers of the Federal Reserve Act considered it best to 
make the membership provision compulsory with regard to the 
National banks—a compulsion which it was impossible to extend 
so as to include the State institutions. 

Even with a more attractive law than the Federal Reserve Act, 
this compulsory membership might have been necessary to ensure 
the success of the measure, because the banks are rather slow in 
taking up with a new system involving far-reaching changes. 

The fact is that under the banking laws of a number of the 
States banks have more privileges than under Federal laws, and 
these greater liberties, generally speaking, are quite compatible with 
safety. In fact, the Federal Reserve Act itself seeks to confer, 
rather tardily it must be said, these same privileges upon National 
banks. And there’s the rub. 

This will tend to uproot the State banks from the very solid 
and comfortable position they have attained through long and ef- 
ficient service to the community, and the National banks, with their 
newly-acquired functions, will undoubtedly cut into the business of 
the State banks and trust companies. 





562 THE BANKERS MAGAZINE 


No doubt these two classes of institutions feel very much like 
talking to the Federal Government in this heart-to-heart fashion: 

“You put a tax of ten per cent. on the circulating notes of the 
State banks and thus deprived them of one of the most valuable aids 
to local agriculture and commerce. 

“We went ahead and did the best we could, and even without 
this valuable privilege have grown much faster than the National 
banks. 

“We made loans on farm lands and helped develop the great 
agricultural industry of the United States, while you forbade the 
National banks from rendering this service to the people. 

‘We established savings banks and savings departments, bring- 
ing into our institutions hundreds of millions in small sums, pro- 
viding the means for building homes and financing enterprise and 
cultivating and developing habits of thrift among the people. 

“When asked if the Federal Government permitted its char- 
tered banking institutions to perform this beneficial service, you 
coldly and indifferently replied, in substance, that it was neither 
permitted nor prohibited. 

“And the trust companies took care of estates, looked after 
wills, and developed among themselves new sources of business 
reaching to vast proportions and highly profitable. 

“Now, after waiting for fifty years, and seeing the great success 
the State banks and trust companies have made, you give to your 
own institution substantially the powers through whose develop- 
ment we have grown numerous and powerful, and virtually say to 
us that unless we come into your Federal Reserve System, our 
business shall be destroyed because you have endowed your own in- 
stitutions with like powers as we have developed. 

“And we can see no benefit to be gained through compliance 
with your threat, because we already have all the powers you can 
give, except the one you have steadily refused even to your own 
institutions—the right to issue our credit notes; and we prefer to 
operate under the well-understood laws of our own State, and to 
submit to the just regulation of our own Bank Superintendent, 
rather than to do business under the new, strange and complex 
Federal Reserve Act, and to submit to the control of a political 
board located in Washington.” 
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If they should so speak, would they be in the least departing 
from the truth? 

These views are not merely theoretical. They are intensely 
practical, as any one may see who reads of the contests now going 
on in New York and in some other States between the Federal and 
State banking systems. 

In a somewhat lengthy consideration of the subject in our Jan- 
uary issue, we pointed out that under the terms of the Federal 
Reserve Act conferring savings and trust functions upon National 
banks, we were approaching a complete unification of our banking 
system under Federal law. The developments in New York State 
show that the State banks are opposing that tendency. 

It is interesting to watch the development of this opposition. 
What will be the final result—a surrender of the State banks and 
incorporation into the Federal system, or a vigorous fight conducted 
by the State banks which may lead to repeal of the Federal Reserve 
Act? 





GETTING OUT OF TIGHT PLACES 





A‘ the annual meeting of shareholders of the London City and 
Midland Bank, Sir Edward Holden, chairman and manag- 

ing director, in reviewing the international financial situation 
brought about by the war, touched upon the effects of the crisis in 
this country. In speaking of the steps taken here to minimize 
the effects of the temporary break-down of credit, he said: 


“There is no body of financiers in the world who can so rapidly 
extricate themselves from positions of difficulty as the American 
bankers.” 

Sir Edward was too polite to add what is well known on this 
side, that they have acquired this facility by long practice. 

Our rather mixed system of banking, and the absence of any 
piece of financial mechanism especially designed to care for the 
general welfare, has thrust upon the New York banks the necessity 
of devising what means they could to extricate the country from 
financial panics. Having had a great deal of practice in the 
frequent crises that have visited the country, they no doubt gained 
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some of the expertness which Sir Edward Holden attributes to 
them. 

The functions which New York bankers long exercised as 
guardians of the country’s banking and financial system have been 
partially delegated to the Federal Reserve Board at Washington. 
Still, they will probably find sufficient to do to keep them from 
growing rusty. 





GUARANTY OF DEPOSITS REVIVED 





UT of the limbo of lost schemes comes a wail about the guar- 

anty of bank deposits. At first it was announced that the 

Comptroller of the Currency had devised a plan to have the 
deposits in National banks guaranteed by some of the existing 
surety companies. The Comptroller promptly disclaimed any re- 
sponsibility for having devised something known to have been in 
use for a long time. 

It seems that the only basis for the revival of a plan for insuring 
deposits was the fact that some time ago, probably merely in the 
pursuance of routine duty, the Secretary of the Treasury inquired 
if a National bank might legally employ any part of its funds in 
payment of premiums for insuring its deposits. The Attorney- 
General found nothing in the law prohibiting such payments. 

There does not appear then to be any immediate probability of 
the revival of the deposit-guaranty agitation. When banks con- 
tributing to a common guaranty fund for deposits are allowed to 
inspect and substantially to manage the banks whose deposits are 
guaranteed, they may relax their present opposition to the deposit- 
insurance idea, but hardly before. 





THE BANKERS’ CONVENTIONS 





HIS is the season when the bankers of the country begin to 
assemble in their annual conventions. Besides having to 
discuss the matters usually occupying their attention, they 

will this year have to consider the operations of the Federal Reserve 
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Act and the startling financial events following upon the war in 
Europe. 

These very fresh and interesting problems will add new zest to: 
the proceedings of the various bankers’ conventions. It would be 
instructive to have a full and frank expression of opinion from the: 
bankers with regard to the Federal Reserve Act in its practical 
operations thus far. Opinions from the State banks and trust 
companies would be especially instructive. It is hoped that all 
could give an expression of their opinions without violating the 


second commandment. 


The rise of the United States to a position of great importance 
in international finance and banking opens up a whole field of 
questions of practical concern to the bankers of the country. 

No doubt the bankers who attend the conventions are already 
preparing to discuss these important problems in a way that will 


be interesting and profitable. 


This fresh turn to the country’s banking affairs ought to result 
in a largely-increased attendance at the bankers’ conventions to be 
held throughout the United States during the coming summer and 


fall. 


ay 


Women as Bank Clerks 


EVERY bank, says the “Journal of 

the Institute of Bankers,” London, 
has felt the strain upon its staff of 
granting leave of absence to a large pro- 
portion of its members for the purpose 
of joining the army or navy, and expe- 
dients of all kinds have been tried with 
a view to lightening the strain upon 
those who remain. Some banks have 
engaged women clerks, and Sir Edward 
Holden announced that the London City 
and Midland Bank has now 350 in its 
employ, and that the experiment has 
been “highly successful.” 

The question naturally arises, how far 
the experiment is likely to be of a pure- 
ly temporary character, and whether its 
success will lead to its becoming a rec- 


ognized feature of our banking system. 
It is not many years ago that the femi- 
nine element was entirely lacking in 
practically every bank, though during 
the past five years there have been few 
banks that have not employed women: 
as stenographers. 

It is undeniable that there are depart- 
ments of a bank, especially at the larger 
offices, in which the work is of a char- 
acter admirably suited to women work- 
ers, and no surprise need be felt if they 
maintain their position to some extent. 

Will the Institute have to revise the 
clause of its constitution which defines 
it as “an association of gentlemen con- 
nected with the various branches of 
banking” ? 





The Rediscount and Acceptance System 





By CHARLES A. CONANT, Author of “A History of Modern 
Banks of Issue”’ 





REDISCOUNT UNDER THE FED- 
ERAL RESERVE LAW 


HE framers of the new monetary 
policy of the United States, 
which was embodied first in the 
plan of the National Monetary Com- 
mission and afterwards in the Federal 
Reserve Act of December 23, 1913, 
recognized the function of a central 
banking mechanism to be fundamentally 
that of rediscount. While certain other 
classes of business were permitted to 
the proposed central banking organism, 
the discount of commercial paper di- 
rectly for individuals or corporations 
other than member banks was not among 
their powers. The provision of the 
Federal Reserve Act bearing on this 
subject declared that only “upon the 
endorsement of any of its member 
banks, with a waiver of demand, notice 
and protest by such bank, any Federal 
Reserve Bank may discount notes, 
drafts, and bils of exchange arising out 
of actual commercial transactions.”* 
The plan of the National Monetary 
Commission provided a still further 
safeguard to the central banking or- 
ganism, in the case of paper arising out 
of commercial transactions running not 
more than four months, by requiring 
that it must be guaranteed by the local 
association of which the bank asking 
rediscount was required to be a mem- 
ber.* 
In the case of acceptances, their di- 
rect discount by Federal Reserve Banks 
was restricted to those having at time 


1Federal Reserve Act, approved Dec. 23, 1913, 
Section 13. 


*2Cf. Horace White, “Money and Banking,” p. 
438. 
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of discount not more than three months 
to run, and “indorsed by at least one 
member bank.” The amount of such 
acceptances discounted was limited to 
“one-half the paid-up capital stock and 
surplus of the bank for which the re- 
discounts are made.” A _ somewhat 
broader power was given to Federal 
Reserve Banks to purchase and sell 
in the open market, at home or 
abroad, bankers’ acceptances of cer- 
tain types, “with or without the endorse- 
ment of a member bank.” Such opera- 
tions were subject, however, to “rules 
and regulations prescribed by the Fed- 
eral Reserve Board,” and it was in vir- 
tue of this authority that “bankers’ ac- 
ceptances” were defined by the Board 
in regulations issued in February, 1915. 

Thus, from the beginning, competi- 
tion with other banks, and especially 
with their own member banks, for the 
direct discount of commercial paper, 
even to the moderate extent permitted 
to the central banks of Europe, was ex- 
cluded from the Federal Reserve sys- 
tem. The Federal Reserve Board, in 
the exercise of its powers to determine 
or define the character of the paper 
eligible for rediscount, did not attempt 
at the inauguration of the system to 
make radical changes in the practices 
already prevailing among American 
merchants and bankers. In discussing 
the question whether the policy should 
be adopted at once of discounting only 
bills bearing two names besides that of 
the discounting bank, the Board defined 
its position as follows :* 

“Double-name paper drawn on a pur- 
chaser against an actual sale of goods 





8First Annual Report of Federal Reserve Board, 
Circular No. 13, November 10, 1914, p. 183 
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affords, from the economic point of 
view, prima facie evidence of the char- 
acter of the transaction from which it 
arose. Single-name notes, now so freely 
used in the United States, may represent 
the same kind of transactions as those 
bearing two names. Inasmuch, how- 
ever, as the single-name paper does not 
show on its face the character of the 
transaction out of which it arose—an 
admitted weakness of this form of 
paper—it is incumbent upon each Fed- 
eral Reserve Bank to insist that the 
character of the business and the gen- 
eral status of the concern supplying 
such paper should be carefully exam- 
ined in order that the discounting bank 
may be certain that no single-name 
paper has been issued for purposes ex- 
cluded by the act, such as investments 
of a permanent or speculative nature. 
Only careful inquiry on these points 
will render it safe and proper for a 
Federal Reserve Bank to consider such 
paper a “‘self-liquidating” investment 
at maturity.” 


& 


QUALIFIED ENCOURAGEMENT 
OF THE EUROPEAN SYSTEM. 


HE new banking system of 1914 
thus entered tentatively, and in 
a guarded way, upon the encouragement 
of the European system of bills of ex- 
change bearing two solvent signatures 
and capable of being converted readily 
into negotiable investments. It was 
admitted at the outset by those holding 
high places in the new system that only 
a few banks were engaged in the ac- 
ceptance business, that there were prac- 
tically no acceptance houses, and that, 
in consequence, the inducement to in- 
troduce the system of acceptances might 
lie in a preferential rate of discount 
rather than in a regulation.‘ 
This view was adopted by the Federal 
Reserve Board in the regulations pro- 
mulgated authorizing Federal Reserve 





‘Vide address of Benjamin Strong, Jr., Governor 
of the Federal Reserve Bank of New York, at 
luncheon of the Merchants’ Association, Novem- 
ber 23, 1914, 
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Banks to enter upon the discount and 
purchase of acceptances. The first 
regulations promulgated by the Board, 
on February 8, 1915, defined an accept- 
ance as follows: 


“In this regulation the term ‘accept- 
ance’ is defined as a draft or bill of ex- 
change drawn to order, having a definite 
maturity and payable in dollars, in the 
United States, the obligation to pay 
which has been accepted by an acknowl- 
edgment written or stamped and signed 
across the face of the instrument by the 
party on whom it is drawn; such agree- 
ment to be to the effect that the ac- 
ceptor will pay at maturity according to 
the tenor of such draft or bill without 
qualifying conditions.” 

The designation of “bankers’ accept- 
ances” was adopted for those which had 
been made “by a member bank, non- 
member bank, trust company, or by 
some private banking firm, person, com- 
pany, or corporation engaged in the 
business of accepting or discounting.” It 
was provided that a banker’s acceptance 
must be drawn by a concern “directly 
connected with the importation or ex- 
portation of the goods involved in the 
transaction in which the acceptance 
originated,” and must bear on its face or 
be accompanied by satisfactory evidence 
of the fact, “that it originated in an 
actual bona-fide sale or consignment in- 
volving the importation or exportation 
of goods.’”® 

It was suggested that such evidence 
might consist of a certificate to this 
effect. It was provided that bankers’ 
acceptances other than those of member 
banks should be eligible for rediscount 
only after the acceptors “shall have 
agreed in writing to furnish to the Fed- 
eral Reserve Banks of their respective 
districts, upon request, information con- 
cerning the nature of the transactions 
against which acceptances have been 
made.” The aggregate of acceptances 
of private firms other than banks or trust 
companies, discounted or purchased by 
a Federal Reserve Bank, were limited 
to twenty-five per cent. of the paid-up 





5Federal Reserve Board, Regulation D, Series 


of 1915. 
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capital of such bank. The policy of the 
preferential treatment for acceptances 
bearing the endorsement of member 
banks was thus defined by the Federal 
Reserve Board: 

“The board believes it to be in ac- 
«cordance with the spirit of the act to 
accord preferential treatment to accept- 
ances bearing the endorsement of mem- 
ber banks, offered for rediscount under 
section 13—even to the point of allow- 
ing lower rates for such acceptances, in- 
asmuch as, under the terms of this sec- 
tion, such acceptances are available as 
collateral against the issue of Federal 
Reserve notes; and the board will sanc- 
tion a slight preferential in favor of ac- 
ceptances bearing the endorsement of 
member banks. 

“When acceptances bearing the en- 
dorsement of member banks are not ob- 
tainable in adequate amount or upon sat- 
isfactory terms, Federal Reserve Banks 
desiring to purchase acceptances should 
restrict themselves, as far as possible, to 
such acceptances as bear some other re- 
sponsible signature (other than that of 
the drawer and the acceptor), and pre- 
ferably that of a bank or banker.” 


& 


ACCEPTANCE SYSTEM NOT YET 
DEVELOPED 


N thus entering with moderation upon 

the policy of dealing in acceptances. 
the Federal Reserve Board justified its 
‘declaration that “‘the acceptance is still 
in its infancy in the field of American 
‘banking.” Even in Europe, where the 
:aceepted bill is the standard form of 
paper in the discount market, accept- 
:ance is a special form of banking prac- 
tised chiefly by a few houses which have 
had much experience in this class of 
business. In England, while acceptance 
is practised to a limited extent by the 
large joint-stock banks, their relation to 
‘the business is largely that of purchasers 
of paper which has been accepted by the 
discount houses. At the time of the Eu- 
ropean war, there were rumors in Lon- 
don accusing the banks of using “unfair 
discrimination against the bills of the 


accepting houses, and even of attempt- 
ing to drive the latter out of the accept- 
ing business and keeping it all for one 
another” ; but these suggestions are dis- 
missed by Mr. Withers with the declara- 
tion that “the banks have not the neces- 
sary equipment for doing a large part of 
the business that is handled by the ac- 
cepting houses.””® 

Some of the accepting houses, known 
as merchant acceptors, have been the 
product of an evolution from direct deal- 
ings in foreign merchandise in the 
Orient, Africa and Latin America, into 
the banking side of the business. These 
houses, having developed a high reputa- 
tion for strength and solidity, were 
naturally able to obtain the discount of 
their bills on better terms than houses 
which were not so strong and well 
known. It suggested itself to the latter 
to secure the acceptance of their bills 
by the stronger houses, paying a small 
commission for the added credit, which 
would enable them to get back their com- 
mission and a little more through being 
able to finance their operations more 
easily and cheaply than by means of 
their own acceptances. Merchants of 
first-class credit, finding that they could 
rent out the use of their reputation at 1 
profit, proceeded to specialize in this 
class of business by examining carefully 
the bills put before them for acceptance, 
keeping well informed on the means and 
standing of the drawers, and giving their 
acceptance, for a commission, to such 
paper as fulfilled their requirements.’ 
Hence grew up a class of houses, still 
known as merchants in England, but 
performing functions which gave them a 
place in the financial world which in 
America would bring them under the 
general designation of bankers. 


& 


IMPORTANT ADVANTAGES OF 
REDISCOUNTS 


NE of the most important advant- 
ages accruing to the London mar- 
ket by the system of rediscounts is the 


*“War-and Lombard Street,” p. 73. 
‘ *Withers, “The Meaning of Money,” pp. 160- 
62. 
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flexibility given by the system to the re- 
lations of the national money market 
with the international market. Com- 
mercial paper which has been accepted 
by a banking-house of first-class rank, 
having an established reputation in sev- 
eral money markets, is recognized as a 
safe and marketable investment in these 
international markets. It can be em- 
ployed, therefore, in drawing capital 
into the market where it is scarce and 
reducing surplus funds in the markets 
where they are abundant. If the rate 
of discount at London, for instance, is 
five per cent.—that is, if first-class com- 
mercial paper of the type referred to, 
which is accepted or endorsed by strong 
banking-houses, can be bought on an in- 
terest basis of 5 per cent.—and if at the 
same time the discount rate at Paris is 
four per cent., French banks and the 
French financial public will be able to 
invest with profit in English bills of ex- 
change. Thus, French money, in one 
form or another, will go to London to 
relieve pressure there and bring discount 
rates nearer to a uniform level. The 
same principle applies to German, Aus- 
trian and other foreign bills. During 
the monetary pressure which accom- 
panied the panic of 1907, hundreds of 
millions of German paper were dis- 
counted in Paris, because the rate of 
discount at the Bank of France remained 
uniform at four per cent. while in Ger- 
many it was for a time at seven per cent. 

The French bankers would not buy 
the unendorsed notes of an English, 
German or Austrian merchant about 
whose credit they were not fully in- 
formed, but they know the value of the 
acceptance or the endorsement of the 
foreign bankers who offer and endorse 
this paper for sale or for rediscount. 
They would not buy it probably unless 
they knew that it could be rediscounted, 
with their endorsement, at their own 
central bank, in case they were sub- 
ject to a sudden need of funds. While 
only a small proportion of this business 
reaches the central bank in time of 
financial tranquillity, the fact that it 
stands ready to aid the market by dis- 
counting liberally enables other institu- 
tions to invest freely in first-class paper. 


569 


The absence of a discount market in 
New. York, prior to the enactment of 
the Federal Reserve Act, was a serious 
detriment to American trade with the 
Orient and Latin America as well as to 
trade with Europe. The majority of 
shipments of merchandise from the 
United States to these countries, as well 
as from these countries to the United 
States, were financed by documentary 
bills drawn on European banks for ac- 
ceptance. Even the limited number of 
acceptances granted by a few New York 
bankers were not readily marketable in 
the Orient and Latin America, because 
a broad market had not been established 
for American bills drawn in dollars. 


& 


FORMER METHODS OF FINANC- 
ING OUR FOREIGN TRADE 


TYPICAL illustration of the man- 

ner in which the foreign business 
of the United States was financed, prior 
to the war in Europe, is afforded by the 
case of a silk manufacturer in New Jer- 
sey, who might desire to buy raw silk 
in China. The purchase having been 
consummated by cable, the first thing 
done by the American purchaser would 
be to go to his banker in New York, lay 
before him a statement of the conditions 
of the bargain, and get the banker to 
issue a commercial letter of credit. Such 
a credit would be in the form of a letter 
to the London correspondent of the 
issuing bank, requesting him to accept 
the drafts of the seller of the silk in 
China up to a certain amount and under 
certain conditions. If the silk was 
bought on the basis of payment within 
four months, the credit would set 
forth that the drafts were to be drawn 
payable at four months’ sight. The silk 
importer would send this letter of credit 
or cable its contents to the seller of the 
silk in China. The latter would then 
be in a position to put the silk aboard 
ship, receive from the steamship com- 
pany a bill of lading, stating that the 
silk had been put aboard and was de- 
liverable to the order of the banker in 
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New York who issued the credit. The 
shipper having thus become custodian of 
the bill of lading and having properly 
insured the goods, would be in a posi- 
tion to draw a draft for the cost of the 
silk. This draft would be drawn in 
pounds sterling upon the London cor- 
respondent of the American bank and 
would have the bill of lading, an invoice 
and insurance certificate attached. 

The reason why London figured in the 
transaction was that, prior to the war, 
drafts on London were more readily ne- 
gotiable than on any other place in the 
world. The shipper of the silk in China 
would sell the draft with attached docu- 
ments to a local banker, who was usually 
the representative of an English colonial 
bank. The shipper would receive 
cash in local currency, thereby clos- 
ing his interest in the _ matter. 
The draft would then be forwarded 
by the purchasing bank and _pre- 
sented by its representatives to the Lon- 
don correspondent of the New York 
bank which had granted the credit. It 
is the function of this correspondent to 
“accept” the draft, thereby indicating 
that it will be paid four months from the 
date of its presentment. For this serv- 
ice the London bank receives a commis- 
sion which may be one-quarter of one 
per cent. for thirty days, one-half per 
cent. for sixty days, three-fourths of 
one per cent. for ninety days, and so on. 
Actual rates, however, usually range 
lower, in the case of drafts for four 
months, to about five-eighths of one per 
cent. This compensation the London 
banker receives for lending the use of 
his name and credit. He advances no 
money until the date for the payment of 
the draft, when it is the business of the 
New York banker, acting on behalf of 
the importer of the silk, to have the 
amount in the custody of the London 
banker to meet the bill. 

The concentration of a vast volume 
of this class of business in London has 
been a source of great profit to London 
accepting houses and joint-stock banks. 
No money is involved until the remit- 
tance by the New York banker for final 
payment of the bill. The money for 
carrying out the transaction and out of 
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which the shipper in China gets im- 
mediate payment, is largely furnished 
by London bankers who buy the bills 
after their acceptance.® It is, therefore, 
their capital which is invested directly 
in the operation; but the fact that such 
transactions are constantly taking place 
in London for large amounts makes it 
necessary for American and other for- 
eign bankers to maintain deposits or 
credits in London and hence to furnish 
at least a part of the fund from which 
the profits of London bankers and ac- 
ceptance houses are derived. English 
bills acquired the preference in interna- 
tional markets, partly because they were 
payable in gold at London and partly 
because of the customs and traditions 
which have created a broad and active 
market for such paper. Bills drawn on 
Paris in francs have a definite standing, 
and great efforts were put forth by the 
Germans prior to the European war of 
1914 to extend the market for German 
bills. To facilitate this movement, how- 
ever, it was found necessary to establish 
branches of the chief German banks in 
London, in order that they might give to 
their clients the advantage of drawing 
sterling bills and at the same time trans- 
fer the profits of such operations to the 
German banks at home. 


@ 


FOREIGN CREDITS OPENED IN 
NEW YORK 


QO PPORTUNITY was afforded by 

the European war for a more rapid 
extension of the system of rediscount 
and acceptance in the United States 
than would probably otherwise have 
been the case. The appearance of sev- 
eral European governments as large 
purchasers of American supplies for 
carrying on the war, and the difficulty 
of making payments in the usual man- 
ner through bills of exchange, resulted 
in the opening of a number of important 
credits in New York. A typical case 
was the credit of $25,000,000 opened on 


‘This illustration is based upon the admirable 


analysis of Mr. Franklin Escher, ‘“‘Elements of 
Foreign Exchange,” published by the Bankers 
Publishing Co., New York, 1910, pp. 143-l6u. 
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behalf of the Russian Government with 
Messrs. J. P. Morgan & Company. It 
was arranged that a syndicate of New 
York bankers should, among them, both 
accept and discount bills drawn upon 
the Russian Government, running for 
ninety days, with an option on the part 
of the Government for a renewal for 
another equal term. It was reported 
that, in addition to a discount rate of 5 
per cent., there was a commission of 
one-half of one per cent., which was to 
be repeated in case of renewal. In order 
to give the bills the proper standing as 
investments, it was agreed that the bills 
discounted by any institution should be 
only those which had been accepted by 
another member of the syndicate. The 
notes, which were in denominations of 
$10,000 and $25,000, were discounted 
and paid for by checks in favor of 
Messrs. J. P. Morgan & Company. The 
whole amount of the credit was thus 
placed at their command to pay for 
supplies as they were purchased.° 

It was thought at first that these Rus- 
sian bills might prove a valuable in- 
vestment for the Federal Reserve Banks, 
but it was found that they did not fall 
within the definition prescribed by the 
Federal Reserve Board, that a banker’s 
acceptance must be drawn by a com- 
mercial or other concern “directly con- 
nected with the importation or exporta- 
tion of the goods involved in the trans- 
actions in which the acceptance origi- 
nated.” If the Russian Government 
had arranged that the bills should have 
been drawn upon a banker or broker, 
his acceptance would have made them 
a suitable investment for the reserve 
banks under the rules laid down by the 
Federal Reserve Board. 

The growth of the acceptance system 
in New York is indicated by the policy 
adopted by one of the largest trust com- 
panies dealing in foreign exchange, in 
deciding early in March, 1915, to grant 
acceptances against raw cotton in ware- 
houses. Such acceptances would not fall 
within the classification of the Federal 
Reserve Board, that they should be 
based upon the actual importation or 


*“Wall Street Journal,” February 10, 1915. 


exportation of goods, but the cotton was 
intended for export ultimately and its 
shipment was delayed only by the ex- 
traordinary difficulties of transportation 
and high rates for insurance caused by 
the war in Europe. Hence, the Guar- 
anty Trust Company decided to accept 
the draft of shippers of cotton against 
the warehouse documents which usually 
accompanied a bill of exchange. While 
such acceptances could not be discounted 
under the Federal Reserve Act, the 
Guaranty Trust Company was not 
bound by that law and was already en- 
gaged, prior to its enactment, in the 
largest volume of acceptance business 
done in the United States. The amount 
of its acceptances already outstanding 
on December 29, 1914, including busi- 
ness done by its London branch, was 
$54,841,300.2° 

Gradually, as the convenience and 
security of accepted paper came to be 
understood among American bankers, 
other institutions entered the field as in- 
vestors, and the discount rate for the 
best acceptances declined. By the close 
of January, 1915, acceptances were be- 
ing granted by three national banks in 
New York, by one State bank, and by 
eight trust companies." The rate at 
which such acceptances were first dis- 
counted was from 5 to 51% per cent., but 
as their quality as quickly convertible 
assets came to be appreciated, the rate 
fell by the close of January to 234 per 
cent. and by the close of March, 1915, 
as low as 2% per cent. 

Doubts were expressed, when the 
Federal Reserve Act was pending in 
Congress, whether the American system 
of banking would afford an amount of 
paper suitable for rediscount which 
would be sufficient to enable member 
banks to obtain the aid they might need 
in periods of pressure. Bills of ex- 
change had gradually fallen into disuse 
in American trade, and in many cases 
credit was granted by a banker to a 
manufacturer or wholesaler upon the 
security of his bills receivable—that is, 
the amount due to him by jobbers or 


20“Wall Street Journal,” March 31, 1915. 
"Wall Street Journal,” January 27, 1915. 
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retailers who had not given any negoti- 
able acknowledgment of their indebted- 
ness. It was contended by many mer- 
chants that it would be extremely dif- 
ficult to substitute for this practice the 
delivery of a negotiable instrument for 
a fixed amount covering each particular 
transaction.** It was pointed out, how- 
ever, in the testimony before the Senate 
Committee while the measure was pend- 


%2It is declared by Holdsworth that, “In this 
country, cash payments are encouraged by the 
granting of trade discounts considerably more fa- 
vorable than bank discounts.” ‘‘Money and Bank- 
ing,” p. 360. 
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ing, that it was not necessary that all 
the assets of a bank should be in bills 
of. exchange or acceptances, if there ex- 
isted a marginal supply of such paper 
available for rediscount by the Federal 
Reserve Banks.** Such a marginal 
supply of paper is obviously in process 
of creation, and it has been found prac- 
ticable, at least in certain trades, to 
employ bills of exchange and to convert 
them into negotiable instruments by 
securing their acceptance. 


%Conway & Patterson, “Operation of the New 
Bank Act,” p. 113. 


The Australian Note Issue 





By ONLOOKER 





N the very interesting article by Mr. 

Charles A. Conant on “The Field 
for Government Paper,” published in 
the January number of THe Bankers 
MaeaziNne, a reference is made to the 
Australian note issue, which is not cor- 
rect. It is stated that beyond the 
amount of £7,000,000 the notes are 
fully covered by gold. No, the law has 
been amended since the act was passed, 
and a 25 per cent. gold holding is all 
that is required. For example, the re- 
turn dated 15th February, 1915, shows 
a total issue of £23,225,243 from the 
treasury and a gold holding of £9,441,- 
007, or about fifteen per cent. over the 
statutory limit of twenty-five per cent. 
A week later the figures are, issued 
£25,002,923; gold reserve, £10,123,- 
668. 

The Australian Notes Act came into 
force in 1910. It was accompanied by 
another act, the Bank Notes Tax Act, 
which imposed a tax of ten per cent. 
on all bank notes issued after a given 


date, which of course rendered bank 
issues out of the question. The Aus- 
tralian public was accustomed to the 
use of paper money to the extent of 
about £4,000,000, and as the banks 
were practically prohibited from is- 
suing their own notes, they had per- 
force to go to the treasury in 1910 and 
1911 and exchange their gold sovereigns 
for notes to the extent of £4,000,000 
wherewith to supplant their own issue 
as it came back to them in the ordinary 
course of business. In addition to 
which they had to supply notes as till 
money at the thousand branch banks 
throughout the Commonwealth. 

Thus the normal issue from the 
treasury is about £9,500,000, of which 
£4,000,000 are in circulation in the 
hands of the public and £5,500,000 
are in the tills of the banks. The treas- 
ury has by law to hold a twenty-five 
per cent reserve in gold to provide for 
redemption of the notes; it has held 
forty per cent. and upwards in reserve, 
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thus leaving sixty per cent. of £9,500,- 
000 or £5,700,000 to invest. This 
surplus yields about £200,000 per an- 
num in interest to the Commonwealth, 
less cost of conducting the issue, which 
does not run into large figures. 

Look, says the Labor Party, the 
originators of the issue, see what large 
profits our socialized note issue realizes 
for the common good. But the Aus- 
tralian Note issue was the offspring of 
men who were entirely ignorant of mon- 
etary principles, and whose ignorance 
was equalled by their envy of the pros- 
perity of the banks, whom they re- 
garded as “bloodsuckers,” and whom 
they imagined made large profits out 
of their note issues. It is therefore 
worth while considering for a moment 
from whom the £175,000 net profit 
made by the Commonwealth is drawn. 
Certainly not from the banks, for here 
is the statement of total amounts of net 
profits by the Australian trading banks 
since 1906: 


TOTAL AMOUNT OF NET PROFITS. 
£2,352,717 
2,423,568 
2,479,414 
2,519,348 
2,759,932 
2,954,914 
3,212,676 
3,267,507 


The Australian Notes Act came into 
operation in 1910, and the figures 
quoted show incontestably that wher- 
ever the profits accruing to the treasury 
came from they did not come from the 
banks. No, the truth is that before 
1910 the State Governments (except 
Queensland) taxed the banks’ issues by 
two per cent.—the banks were at the 
cost of conducting the issues and they 
paid the State Governments two per 
cent. on the amount of those issues as 
determined by taking the quarterly av- 
erage circulation calculated from the 
figures in the bank abstracts of every 
Monday evening. Queensland con- 
ducted her own issue of Treasury notes 
and derived therefrom a small profit, 
which is now absorbed by the Com- 
monwealth Treasury, State notes being 
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illegal under the Australian Notes Act. 
These two items account for, say, two 
per cent. on £4,000,000 of bank issues, 
and about four per cent. on £500,000, 
the profit formerly made by Queens- 
land. The surplus profits earned by 
the Commonwealth over and above the 
‘£100,000 just accounted for come out 
of the pockets of the people, or per- 
haps I should say, that section of the 
people who have overdrafts at banks, 
because the top of the £4,000,000 is- 
sue enjoyed by the banks until 1910 
constituted a restriction of the amount 
of loanable capital employed by the 
banks; and although the Australian 
Labor Party cannot or will not believe 
it, it nevertheless is a fact that when 
capital is restricted borrowers have to 
pay more for it; and when the Aus- 
tralian banks lost what was equivalent 
to a £4,000,000 deposit from the pub- 
lic by the Australian Notes Act, bor- 
rowers in Australia had the rate of in- 
terest on their overdrafts slightly in- 
creased owing to the alteration in the 
relation between borrowers and loan- 
able capital caused thereby. 

The profits made by the Common- 
wealth by their note issue certainly do 
not come down from the moon—they 
come out of the pockets of the States 
and the people; and if the Common- 
wealth did not earn those profits but 
left the gold, which they lent at inter- 
est, in the hands of the banks, the 
States and the people would be so 
much better off. It is simply a case 
of robbing Peter to pay Paul. 


& 


N the outbreak of the war at the end 

of last July the note issue was 
slightly above normal, with issue from 
the treasury of £9,712,700, and gold re- 
serve £4,245,730. Early in August 
there were signs of panic throughout 
Australia. To strengthen their hold- 
ings of cash (gold and notes) at their 
branches the officers of the banks lent 
£2,000,000 in gold to the treasury 
chief in exchange for notes, which were 
posted to the branches. By the end of 
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August all signs of panic were at an 
end. Consequently the notes began to 
filter back to Melbourne, the present 
seat of Government, and the banks pre- 
sented them for redemption at the treas- 
ury in order to get their £2,000,000 of 
gold back again. But in the meantime 
the Commonwealth had offered help to 
the British Government in the form of 
troops to proceed to the seat of war 
in Europe. This is a very costly mat- 
ter for a small nation of under 5,000,- 
000 souls. Furthermore, expenditure 
of recent years by the Commonwealth 
Government (and the State Govern- 
ments as well) has been on a lavishly 
extravagant scale. The principal rev- 
enue of the Commonwealth is derived 
from customs duties on imports. The 
imports depend on the purchasing power 
of the people. This in turn has of re- 
cent years been very great. because of 
propitious seasons, high prices for Aus- 
tralian raw products in the markets 
of the world, and lavish expenditure of 
loan money by the Governments. Early 
in August the whole outlook for revenue 
suddenly changed. The season prom- 
ised to be as it has since proved to 
be, one of the driest and worst 
on record. The falling off in produc- 
tion is enormous. Then the market for 
wool was cut off, and the prospect of 
continuing lavish expenditures of loan 
money seemed remote. Consequently it 
was easy to foresee a great falling off 
in revenue for the Commonwealth at the 
very time whenl inflated expenditure 
had to be largely added to by the cost 
of expeditionary forces to Europe. So 
the Government was very unwilling to 
return to the banks the £2,000,000 
extra gold lodged in the treasury owing 
to the war panic. Where there is a 
will there will be found a way. The 
treasury refused to pay gold to the 
banks for notes, although private citi- 
zens may still present notes at the 
treasury and receive gold for them. 
Thus the Labor Government boasts that 
the note issue is still convertible, but the 
public are not generally aware of the 
fact that the banks who hold in their 
safes far and away the bulk of the is- 
sues, cannot get gold for them. To 


explain this anomaly requires a separate 
paragraph. 


URING the discussion regarding 

the Australian Notes Bill, prior 
tc the passing of this act, it was 
duly pointed out to the Labor Party 
that their device of obtaining a 
forced loan by the issue of notes 
had this fundamental defect as com- 
pared with bank issue of notes, that 
it destroyed the quality of elasticity. In 
the great banking crisis of 1893 it was 
the act that proclaimed bank notes le- 
gal tender, for the time, that saved the 
great banks of Australia and put an 
end to the crisis. Under the Australian 
Notes Act the currency of the country 
cannot be increased when required be- 
cause a note can only be obtained by 
giving a sovereign for it. The point 
was too abstract and technical to be 
comprehended by labor politicians at the 
time, but in August last with a great 
world crisis threatening to engulf Aus- 
tralia, the point became of great mo- 
ment. The banks have vast liabilities, 
about one-half payable at call; they 
had about twenty-five per cent. of gold 
and notes wherewith to meet those lia- 
bilities, but this proportion was the 
average of all the banks, not the actual 
holdings of some which were much less. 
There seemed likely to be heavy de- 
mands made on them, and the Aus- 
tralian Notes Act, by the Government 
interfering in a trade which they did 
not understand, had deprived the banks 
of their issues and of the recognized 
safety-valve in time of crisis, the ability 
to increase the currency available to 
meet liabilities by proclaiming bank 
notes legal tender. Meetings between 
representatives of the banks and of the 
Government and opposition were hastily 
summoned, and after abortive efforts at 
an agreement, an arrangement was. at 
last come to whereby the Common- 
wealth Government agreed to advance 
Australian notes to any bank requiring 
them on a lodgment of one-third of 
the amount in gold, the deposit to be 
at such rate of interest and for such 
time as the Commonwealth treasurer 
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might determine; also, any one or more 
of the States requiring to borrow capi- 
tal might obtain same in the form of 
Australian notes by lodging one-fourth 
of the amount at the treasury in gold. 
The responsibility for this scheme is 
generally attributed to a prominent 
member of the Legislative Council of 
the State of Victoria, who is regarded 
as a financial expert. He was at first 
very proud of the scheme until it 
dawned upon him that if the States 
availed of it—and two of them com- 
menced to do so at once—they must 
draw upon the banks for the one-quar- 
ter deposit of gold, the banks being the 
only depositaries of gold from whom it 
could be obtained; and as the only use 
of notes would be to pay them in to 
the banks so as to create in their books 
credit against which the States could 
draw cheques, the inevitable consequence 
would be to deplete the banks of their 
gold and to swamp them with notes. 
Then the father of the scheme became 
as anxious to have it annulled as he 
before had been to have it promulgated. 
Happily, the Premier of New South 
Wales was a sound money man with 
common sense and he poured unmingled 
contempt upon this “wild cat scheme 
of financing the States by borrowing 
notes from the Commonwealth Govern- 
ment,” as he deservedly described it. 
The scheme was only availed of by two 
of the States and only for a limited 
amount. One or two banks are alleged 
to have made application for advances 
of notes on the basis of one-third gold 
lodged at the treasury, and it was the 
advances made to the one or two banks 
that the Prime Minister of the Com- 
monwealth used as an excuse for re- 
fusing to give gold for notes to all the 
banks, thus creating the extraordinary 
position of a note issue convertible to 
the citizens of Melbourne, but incon- 
vertible to the banks of Australia. 


& 


S illustrative of the very poor 
knowledge of the principles of 
monetary science even amongst the 
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authorities of Australia, it should be 
recorded that when the emergency is- 
sue to the banks was under discussion 
the rate of interest on the advances of 
emergency notes on a one-third gold 
basis came up for consideration, and the 
almost unanimous decision was that it 
should be four per cent. The average 
overdraft in Australia ranges from six 
to 6144 per cent. There was an emer- 
gency issue of currency suggested, a 
fictitious creation of currency to enable 
the banks to meet their liabilities in a 
prospective crisis; every sound mone- 
tary principle required the emergency 
issue to be at such a high rate of interest 
as to ensure that it would only be 
availed of to meet pressing liabilities or 
the prospect of them, and not to pro- 
vide capital which might be used at a 
profit; every sound monetary principle 
demanded that the rate of interest 
should be so high and unprofitable as to 
drive out of use the fictitious currency 
the moment the acute need for it had 
passed. But to the discredit of those 
who should have been well informed 
on such a simple and elementary point, 
the Australian authorities advocated a 
four per cent. rate on the emergency 
issue. ° 

During September, October and No- 
vember the Commonwealth authorities 
inflated currency by some £4,000,000 
by paying notes in to the credit of 
Government accounts at banks (but 
without requiring the twenty-five per 
cent. gold deposit previously referred 
to) thus creating credit in the books of 
the banks against which the Common- 
wealth and States drew their cheques 
in payment of purchases of commodities 
or services. This increased the figures 
of the note issue to £16,365,936 with 
gold holding of ;£7,016,216 by the end 
of November, and to £19,831,417 and 
£7,987,526, respectively, by the end 
of December. 


& 


P to October settlement between 
banks at the clearing-houses 
throughout Australia was made in gold. 
When notes became increasingly in evi- 
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dence the bankers determined to permit 
settlement in notes instead of gold. One 
consequence of this change was not 
foreseen by those who advocated it. To 
explain this matter it must be men- 
tioned that the Labor Party in Aus- 
tralia, noting the immense profits made 
by the trade of banking, desired to 
participate in them and founded the 
Commonwealth Bank, a unique institu- 
tion in that it has not one pound of paid- 
up capital. All Commonwealth Gov- 
ernment accounts are of course kept 
at this bank. Now it is the Common- 
wealth accounts that are in need of 
replenishment to find the money being 
advanced to the States by the Com- 
monwealth and to meet the heavy ex- 
penditure—far in excess of revenue. 
Consequently it is to the Common- 
wealth public accounts that notes are 
chiefly paid in to create credit. Against 
this credit the Commonwealth draws 
its cheques, which are circulated 
amongst all the other banks throughout 
Australia and through the exchange 
against the Commonwealth Bank. Had 
settlement of exchanges in gold been 
maintained it would have been impossi- 
ble for the Commonwealth Bank to con- 
tinue. the creation of fictitious credit by 
receiving paper money from the govern- 
ment, because its gold would have been 
drained drv. Consequently the trading 
bankers’ plan of settling exchanges in 
notes has played into the hands of the 
Government and of the Commonwealth 
Bank and to the detriment of the trad- 
ing banks upon whom are passed the 
exclusive issues Of paper money. 

During December a further cause 
contributing to still further increase of 
the note issue began to operate. Dur- 
ing October Mr. Andrew Fisher, Prime 
Minister of the Commonwealth, an- 
nounced that he had arranged with the 
banks (other than the Commonwealth 
Bank) to exchange £10.000,000 Aus- 
tralian notes for the bank’s gold of the 
same amount. 

The reason advanced for this ex- 
change was to meet the cost of the ex- 
peditionary force going to Europe. The 
Labor Party in Australia had always 
expressed its horror of borrowing 
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money, but now they were in favor and 
had to face unforeseen and great war 
expenditure which could not possibly be 
raised from revenue only. Mr. Fisher 
said he was not going to offer a force 
to Britain and then ask London to lend 
the money to pay the cost thereof. (Sub- 
sequently circumstances compelled him 
to depart from his principles because 
the British Government agreed to ad- 
vance Australia and he agreed to accept 
£18,000,000 to pay the cost of the war 
expenses.) But in October Mr. Fisher 
desired to avoid borrowing and he 
hinted that he hoped the banks would 
particularly agree to his exchange pro- 
posal and thus obviate any necessity 
for compulsory legislation. The Prime 
Minister appears to have had very un- 
certain ideas as to his demand for gold. 
For example, although he at first said 
that it was to pay the expenses of the 
expeditionary force, he subsequently de- 
nied this, because, as stated, the British 
Government arranged to advance Aus- 
tralia £18,000,000 to pay these ex- 
penses. Then Mr. Fisher, in Parliament, 
said the £10,000,000 were to assist the 
States and to strengthen the gold re- 
serves against the note issue. He also 
at first stipulated that the banks were 
to regard the £10,000,000 notes as the 
bottom strata of the banks’ reserves, 
and not to be used by them. When the 
opposition protested against any such 
reservation, he said the banks might 
use the notes but they were not to be 
presented at the treasury for gold. 
When it was pointed out to him that 
if the banks used the notes, i.e.. issued 
them, it was impossible for them to 
guarantee that they would not be pre- 
sented at the treasury, Mr. Fisher could 
only say that that was the banks’ busi- 
ness—that they must undertake that 
the notes would not be presented, that 
they might use them in their business, 
but they must see to it that they were 
not presented. In this indefinite posi- 
tion the matter was left. 

No doubt, after discussion, the banks 
consented to exchange £$10,000,000 of 
their gold for £10,000,000 of notes. 
The question at once is suggested—why 
did the banks not demand interest-bear- 
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ing securities instead of non-interest- 
bearing notes? This is very difficult to 
answer. Possibly they did not realize 
that the transaction would unquestion- 
ably tend to make the balance of trade 
unfavorable to Australia. The bad sea- 
son, the dislocated wool market, the 
absence of wheat and flour for export, 
the probability of having to import 
wheat for consumption, the difficulties 
regarding freight for meats, all made 
it a matter of certainty that Australian 
exports would fall away at a far greater 
rate than imports could be curtailed. 
Australia is a debtor country and has 
to pay about’ £15,000,000 per annum 
to London for interest, profits, commis- 
sions, etc. These facts and probabilities 
make it certain that in the near future 
all the banks would be wanting credit 
in London. Had they exchanged their 
gold for interest-bearing debentures 
they would have received securities sal- 
able in London to provide, in case of 
need, the credit they would require 
there, instead of which, by accepting 
notes, and not interest-bearing securi- 
ties, for their £10,000,000 gold, the 
banks not only lost the £400,000 per 
annum, the hire value of their gold, but 
they (perhaps unwittingly) increased 
the spending power of the community 
at a time when it should have been re- 
stricted; and thereby they assisted to 
increase the unfavorable trade balance 
of Australia, the effects of which will 
be felt later on. Possibly the banks 
may have been influenced by the thought 
that they might have to meet heavy 
drains upon them by their depositors, in 
which case they could pay their liabili- 
ties with notes. But such an argument 
could only be advanced by one who did 
not recognize that with an inconvertible 
paper currency obtainable in case of 
need in practicably unlimited quantities 
(three notes for one sovereign), any ex- 
ceptional demands on the banks would 
not be for notes in Australia, they would 
be for gold in London—for which lat- 
ter purpose the notes are absolutely 
useless. Another possible argument 
for preferring notes to debentures 
might be that if the former were taken 
by the banks there would be no need 


to restrict the accommodation they 
could grant to their overdraft custo- 
mers; if the latter were taken they 
would have to restrict accommodation. 
But one who argued this must evidently 
think he could lend his gold to the 
Commonwealth and still have the same 
purchasing power in his safes. 

Under this agreement the Common- 
wealth is receiving £ 1,000,000 gold per 
month and the banks are receiving 
£1,000,000 notes per month. By 22nd 
February, 1915, three monthly ex- 
changes had been made and the issue 
was reported on that date as follows, 
Notes issued, £25,002,923; gold re- 
serve, £10,123,668. A further £7,- 
000,000 exchange has yet to be made, 
in addition to which the Commonwealth 
has undertaken to lend the States £18,- 
000,000 from some unnamed source, and 
it has to provide £2,500,000 for an 
anticipated deficiency of revenue under 
expenditure this year. These figures 
indicate to what extent the note issue 
may gain during the next six or nine 
months, and when the smallness of the 
population is considered—under 5,000,- 
000—the gravity of the situation can 
be understood. 


URING the first six months the 

Commonwealth was in a somewhat 
similar position to the United States of 
America in 1862, a falling revenue and 
an abnormally increasing expenditure 
owing to war. Like the States at that 
date the Australian politicians and 
bankers had to make choice as to the 
means of financing the country, by hon- 
est, sound means, increased taxation 
and borrowing at interest; or by easy 
but unsound methods of issuing legal- 
tender money. In both cases the easy 
and unsound method was chosen rather 
than the difficult but sound method. In 
the long run Australia will find, as the 
United States found, that when a coun- 
try sins economically it has to pay for 
it; that in the long run far more suffer- 
ing and hardship are imposed on the 
people by unsound financing than would 
have been caused had right methods 
been entered into at the commencement. 
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For any trouble that Australia may 
suffer through it note issue, candid and 
competent critics will not fail to allo- 
cate a large share of this blame to those 
experts who should have advised the 
Government wisely but did not, who 
should have known the principles of 
sound money but did not. 

Early in August Professor R. F. Ir- 
vine, of Sydney University, recom- 
mended the Government, per the “Syd- 
ney Morning Herald,” to ignore the 
views of “those conservative stalwarts 
who maintain a masterly inactivity or 
content themselves with a vain repeti- 
tion of obsolete doctrines,” and to issue 
money in this emergency of the situa- 
tion. 

Mr. W. M. Hughes, Attorney-Gen- 
eral for Australia, and the intellectual 
leader of the Labor Party, published 
a manifesto on “prudent and sensible 
finance,” which closed with the follow- 
ing words: 

“Tt only remains for the Governments 
of Australia—Federal and States—to 
recognize the necessity for a bold and 
comprehensive policy to utilize the Note 
Issue Act to any extent the circum- 
stances may demand.” 

Mr. G. S. Beeby, a prominent poli- 
tician, wrote in the Sydney “Morning 
Herald” that there could be no de- 
preciation of the Australian Note Issue, 
“because the public know that the Gov- 
ernment possesses assets, not neces- 
sarily in gold, in excess of the total 
note issue.” 

The Melbourne “Age,” in a leading 
article on September 13 last, denounced 
those who warned the nation “that 


ay 


Labor intended to play havoc with the 
note issue and that it is a menace to 
the nation.” Those who thus “try and 
terrify the people—without a shred of 
justifying evidence—impute the most 
wicked and malignant motives to the 
Labor Government.” 

The first signs of depreciation mani- 
fested themselves as early as October, 
when a difference in price was quoted 
for London exchange, those who were 
willing to pay in gold purchasing it 
from 2s 6d to 7s 6d per cent. less than 
the price asked for it in paper. This 
depreciation, however, is not generally 
known or recognized, nor‘has it become 
accentuated as the months have passed. 
The reason for this is that the summer 
months are the times when Australian 
exports are at their maximum, and 
furthermore the credit created in Lon- 
don by the Imperial war loan of £18,- 
000,000 to Australia has prevented the 
depreciation becoming more marked. 
It is when exports slacken off and when 
the credit referred to is exhausted that 
the professors, bankers and politicians 
of Australia are likely to learn by hard 
experience some of the elementary facts 
of monetary science. 

Following is a statement of the Aus- 
tralian note issue month by month since 
war was proclaimed: 

Gold reserve 
£9,712,700 £4,245,730 
11,812,762 6,345,792 
Sept. 30, 13,066,966 6,567,496 
Oct. 30, 14,117,169 6,663,698 
Nov. 25, 16,365,936 7,016,216 
Dec. 29, 19,831,417 7,987,526 
Jan. 17, 1915...... 22,512,753 9,008,518 
Fee. TF on ccces 25,002,923 10,123,668 


July 30, 1914 
Aug. 27, “ 


Illinois Bankers Endorse Pan-American Conference. 


ECRETARY of the Treasury Mc- 
Adoo has received a telegram from 
the administrative committee of the IIli- 
nois Bankers’ Association endorsing the 
Pan-American financial conference, 
called at the instance of the Secretary 
of the Treasury, to meet in Washington 
beginning May 24. 
The committee “believes closer rela- 


tions will undoubtedly result of substan- 
tial benefit to the prosperity of the 
American republics, and it also ap- 
proves the action of the foreign trade 
committee of the association in endeav- 
oring to secure support for the principle 
of co-operation between the banking and 
business interests in foreign trade, as 
this seems essential to its successful de- 
velopment.” 
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Increased Powers and Added Sources 
of Profit for National Banks 





NDER the Federal Reserve Act national banks may be empowered by the Federal 
Reserve Board to add to their ordinary banking privileges the functions of a trust 


company where permissible under state laws, 


The Act also authorizes national banks to conduct a savings bank business. 

These enlargements of the powers of the national banks will make it possible for these 
institutions to add largely to their present business and to increase their profits. 

Believing that suggestions from men of experience in trust company and savings 
bank work would be of practical helpfulness to national banks wishing to add either a 
trust company or savings department or both to their institutions, articles dealing with 
these departments have been procured and are published below. 

The author of the article on “Exercise of Trust Powers by National Banks” is Clay 
Herrick, for many years associated with the Cleveland Trust Company, Cleveland, Ohio, 
author of “Trust Companies: Their Organization, Growth and Management,” and a recog- 
nized authority on all matters relating to these institutions. 

The paper on “Savings Departments in National Banks Under the Federal Reserve 
Act” was prepared by Wm. H. Kniffin, Jr., former Secretary of the Savings Bank Section 
of the American Bankers’ Association, a savings bank officer of many years’ experience, 


and a well-known savings bank expert. 
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EXERCISE OF TRUST POWERS BY NATIONAL 
BANKS 


By Cray Herrick 


N February 15, 1915, the Federal 

Reserve Board issued a circular 

under the heading “National 
Banks as Executors and Trustees,” pre- 
scribing the regulations under which 
national banks may exercise the trust 
functions authorized by paragraph k 
of section 11 of the Federal Reserve 
Act. 

The circular has called attention 
anew to this provision of the act, and 
has aroused widespread interest among 
all classes of bankers. 

The trust company man sees the 
probability that his peculiar field is to 
be invaded by others; the national 
banker recognizes an opportunity mate- 
rially to increase the volume and earn- 
ings of his business; and the State 
banker wonders whether he is to be 
left out in the new allotment of auth- 
orized functions. 


Already a number of national banks 
have obtained permission to undertake 
trust functions, and on behalf of trust 
companies the question has been raised 
as to the constitutionality of this pro- 
vision of the Federal Reserve Act as it 
affects the powers of the State govern- 
ments. At this writing it is understood 
that a definite effort is being made to 
obtain a ruling by the Supreme Court 
in the matter. 


& 


CONDITIONAL GRANT OF NEW 
POWERS 


HE original Act and the present 
regulations grant authority to ex- 
ercise trust functions only so far as 
their exercise is not in contravention 
of State laws; a limitation which is of 
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course necessary in view of the powers 
of the States to legislate on the sub- 
ject. 

As a large number of the States re- 
strict the exercise of trust powers to 
trust companies organized under the 
State laws and under the jurisdiction 
of the State Banking Departments, na- 
tional banks in these States will be un- 
able to take up this line of business un- 
til the State laws are so amended as 
to give them the necessary authority. 
Legislation to this end has already been 
introduced in a number of States, and 
in some cases has already been enacted 
into law. In some States, notably New 
York, concerted action has been taken 
by the trust companies to prevent such 
legislation. 

It is beyond the purpose of the pres- 
ent article to enter into a discussion 
of the question whether, from the eco- 
nomic standpoint, it is desirable that 
trust and commercial banking functions 
be combined in the same institution. 

Whatever practical value may once 
have attached to such a discussion is 
now largely removed by reason of the 
fact that many States have passed laws 
which authorize companies combining 
the functions of trust companies and 
of commercial banks and many such 
combined companies are now doing 
business. Indeed, the trend of legisla- 
tion during the past decade has been 
toward wiping out the distinctions for- 
merly existing between the bank and 
the trust company. No new banking 
principle is involved, therefore, in the 
extension of trust powers to national 
banks; the present difference between 
the business of a national bank and of 
a commercial State bank being negligi- 
ble. 


& 


A PROMISING FIELD 


T° national banks in those Statés 

whose laws permit the undertaking 

by them of trust business there is of- 

fered a new field which in many cases 
is exceedingly promising. 

The success of trust companies in all 
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parts of the country has demonstrated 
that the business is profitable and that 
it meets a need which is not wholly 
cared for by the old-time bank. This 
need will doubtless increase as the peo- 
ple learn more thoroughly the unques- 
tionable superiority of the corporate 
trustee over the individual trustee. 

An institution performing the func- 
tions of a bank and of a trust company 
is able to care for all the financial and 
fiduciary needs of the community, and 
its sources of revenue are of course in- 
creased accordingly. The various de- 
partments develop business for one an- 
other, and increase the clientele of the 
institution as a whole. 

An important feature of trust busi- 
ness is the stability which it brings to 
the institution. Trust business is usual- 
ly longtime business ; the administration 
of trust funds extends over a series of 
years; the volume of business, once es- 
tablished, does not ebb and flow with 
the seasons, but is constant. It is steady 
and dependable. 

A word of caution to those not fa- 
miliar with the business is, however, 
perhaps not out of place. Under ordi- 
nary conditions, trust business builds up 
slowly. In this respect it takes on 
some of the aspects of a profession, in 
which clientage depends upon the es- 
tablishment of a reputation for skill 
and fidelity in the handling of duties 
undertaken. It is also true that such 
business is not usually very profitable 
until its volume has become consider- 
able. The fees are as moderate as 
those of individuals for like services; 
and at the same time the corporate 
trustee renders larger services for a 
given fee than does the ordinary indi- 
vidual, because the cost of a bond is 
dispensed with and the skill and ex- 
perience of the management make un- 
necessary, for ordinary purposes, the 
employment of special counsel. 

Attractive as the field undoubtedly 
is from the general viewpoint, the ad- 
visability of any particular bank en- 
tering upon it must of course depend 
upon the particular circumstances—the 
size of the community and the amount 
of trust business probably available, 
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the number and strength of competitors, 
etc. 

In small towns in which the na- 
tional bank is the only banking insti- 
tution, it is quite conceivable that the 
establishment of a trust department by 
such bank may forestall the setting up 
of a rival trust company and provide 
one good institution to meet all the 
financial needs of a community which 
could not properly support two banks. 


& 
PROCEDURE 


HE procedure necessary to obtain 

permission from the Federal Re- 
serve Board to exercise trust functions 
is explained in the regulations of the 
board above mentioned, which are 
printed in full at the end of this article, 
together with the forms prescribed for 
the application. 

The first step necessary is a resolu- 
tion of the board of directors of the 
bank authorizing an application for a 
permit to assume the desired functions. 
A copy of this resolution, certified by 
the president or vice-president of the 
bank, is to be forwarded to the Chair- 
man of the Board of Directors of the 
Federal Reserve Bank of the district 
in which the bank is located. 

After conferring with his board and 
with counsel as to the legality of the 
exercise of the powers under the laws 
of the State, he is to forward the ap- 
plication, with his recommendations, to 
the Federal Reserve Board, which 
grants or refuses a permit. This per- 
mit grants authority to exercise the 
powers enumerated, “in so far as they 
are not in contravention of the laws of 
the State of “a 


& 


PREPARATION FOR THE DE- 
PARTMENT 


HE regulations require that the 
trust business be conducted as a 
separate department, whose _ offices, 
records, funds, securities and invest- 
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ments shall be kept separate and dis- 
tinct from those of the bank itself. 
These provisions are in harmony with 
State laws regarding the trust depart- 
ments of trust companies, and also in 
harmony with custom and good judg- 
ment. 

Just what arrangements will be neces- 
sary in the way of re-arrangement of 
office space or the obtaining of addi- 
tional space, will depend upon present 
office conditions and upon the volume 
of business likely to be available at 
the start. There will be need of of- 
fice space for the officer in charge, 
working space for the bookkeepers and 
clerks, desks, counter space, vaults for 
securities and for records, etc. 

The selection of the officer to have 
charge of the department is a matter 
of importance, for much will depend 
upon his efficiency. He should be a man 
familiar with the work to be done, and 
if he lacks legal training he will need 
ready access to a competent attorney. 


& 


CHARACTER OF THE WORK 


APPLICATION may be made for 
permission to undertake any or 
all of the following lines of work: 


(a) Trustee of personal trusts. 

(b) Trustee of corporate trusts. 

(c) Administrator of personal es- 
tates. 

(d) Executor of wills. 

(e) Registrar of stocks. 

(f) Registrar of bonds. 


If all these functions are undertaken, 
the work will be of two general kinds. 
That undertaken for individuals and 
that undertaken for corporations. 

Trust companies having a large vol- 
ume of business often divide their trust 
departments into two divisions for the 
handling of these two somewhat differ- 
ent lines of work. 

Many national banks already carry 
on a considerable amount of trust work 
for corporations, and for them this 
part of the work will not be new. 

It will presumably include such duties 
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as acting as trustee under a mortgage 
or trust deed securing an issue of bonds, 
the custody and management of sinking 
funds, the payment of coupons, fiscal 
and financial agent for municipal or 
other corporations, agent for syndicate 
managers, and voting trusts, depositary 
of cash and securities, registrar of 
stocks and bonds, trustee under reor- 
ganizations, etc. 

For individuals the duties will be 
those of acting as administrator of es- 
tates, executor of wills, trustee under 
wills, or agent or trustee under private 
agreements. 

The possible variety of trusteeships 
under private agreement is very great 
and may include, among others, the 
management of real or personal prop- 
erty for women, for professional men, 
for absentee property owners, for per- 
sons prevented by age or illness from 
looking after their own affairs, or from 
persons who for any reason wish to 
delegate the management of their busi- 
ness affairs; the investment or reinvest- 
ment of funds, collection and distribu- 
tion of interest, coupons, dividends, an- 
nuities, pensions, rent; the custody and 
collection of notes, accounts, land con- 
tracts, mortgages, bonds; the care, ren- 
tal, repair, insuring, sale, purchase of 
realty; the management of funds under 
living trusts ; the handling of escrows. 


& 


FORMS AND RECORDS_ RE- 
QUIRED 


"THE forms and records necessary at 

the start will depend somewhat 
on the volume and variety of business 
in sight, but certain general records 
will be needed in any event. 

The first of these is the register of 
trusts, in which are noted the name, 
character and terms of each trust as 
received. A general journal and a 
general ledger will be needed to con- 
tain summaries or controlling accounts 
showing the totals of the separate trusts. 

If the department is separated into 
two divisions, separate general records 
may be carried for each division. 


For each individual trust a separate 
double-entry set of books must be car- 
ried, the most convenient plan being 
the use of loose-leaf records, by means 
of which a number of sets of accounts 
may be carried in the same binder. It 
is essential to carefully separate items 
of income, of principal and of invest- 
ments, and the last-named are usually 
subdivided into such classes as stocks, 
bonds, mortgages, real estate, etc. Sep- 
arate records are kept of the securities 
in each trust, and an index of securities 
shows all that are held in the depart- 
ment. Special forms are used for state- 
ments of accounts which must be made 
from time to time to beneficiaries or to 
the courts. Vouchers for payments 
must be submitted in statements to 
courts, and are used for all payments 
on trust accounts. If a considerable 
amount of real estate is handled for 
trusts, there will be need of indices of 
properties and of tenants, rent books, 
insurance records, etc. Each division 
of the department will, of course, need 
a tickler, and there should be a daily 
report showing not only the financial 
condition of the department, but also 
total securities on hand, new trusts re- 
ceived, trusts closed, important distri- 
butions made, etc. 

For corporate trusts the particular 
records needed, in addition to the gen- 
eral records, will, of course, depend 
somewhat on the business acquired. 

For trusteeships under bond issues, 
record is necessary of the esential pro- 
visions of the trust deed, bonds re- 
ceived, certified, delivered, paid, can- 
celled, cremated. Ordinarily records 
will be needed for the payment of cou- 
pons and of dividends. Registrarships 
will require stock registers and stock 
ledgers, stock transfer books, ete. Mis- 
cellaneous duties as fiscal agent, de- 
positary, etc., will require records of 
cash or securities received and distri- 
butions made. 

For many of these records specially- 
ruled forms are provided if the volume 
of business is large, but for most pur- 
poses a few forms of columnar-ruled 
ledger sheets may be made to answer 
the purpose. In all accounting in the 
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trust department it is important to bear 
in mind that the business is being 
handled in trust for others, and that the 
records must contain data from which 
complete and accurate reports may be 
rendered. 

Following is the text of the circular 
of the Federal Reserve Board relating 
to application for permits to do trust 
business: 


NATIONAL BANKS AS EXECUTORS AND TRUSTEES, 


(Circular No. 10, Series of 1915, February 
15, 1915.) 


The Federal Reserve Board is empowered 
by paragraph k of section 11 of the Federal 
Reserve Act to grant by special permit to 
national banks the right to act as trustee, 
executor, administrator, or registrar of 
stocks and bonds where the exercise of such 
powers is not in contravention of state laws. 
In the exercise of such power, the board is- 
sues herewith Regulation H covering such 
special permits. 

The board will from time to time modify 
and supplement its regulations on this sub- 
ject as experience may dictate. 

Cuartzes S. Hamiin, 
Governor. 
H. Parker’ WI111s, 
Secretary. 


NATIONAL BANKS AS EXECUTORS AND TRUSTEES. 


(Regulation H, Series of 1915, February 15, 
1915.) 


me 
Statutory Provisions. 


The Federal Reserve Act provides: 

“Section 11. The Federal Reserve Board 
shall be authorized and empowered: 

“(k) To grant by special permit to Na- 
tional Banks applying therefor, when not in 
contravention of State or local law, the right 
to act as trustee, executor, administrator, or 
registrar of stocks and bonds, under such 
rules and regulations as the said board may 
prescribe.” 


II. 
Applications. 


1. A national bank desiring to exercise 
any or all of the privileges authorized by 
section 11, subsection (k), of the Federal 
Reserve Act, shall make application to the 
Federal Reserve Board on a form approved 
by said board (form No. 6f). Such applica- 
tion shall be forwarded by the applying bank 
to the chairman of the board of directors of 
the Federal Reserve Bank of its district, and 
shall thereupon be transmitted to the Fed- 
eral Reserve Board with his recommenda- 
tions. 
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2. There shall be attached to each appli- 
cation a statement of the character and ex- 
tent of the privileges which the applying 
bank desires to exercise under the following 
headings: 

(a) Trustee of personal trusts. 

(b) Trustee of corporate trusts. 

(c) Administrator of personal estates. 
(d) Executor of wills. 

(e) Registrar of stocks. 

(f) Registrar of bonds. 

3. Each applicant shall upon request, fur- 
nish copies of the laws of the state in which 
it is located bearing upon the exercise of 
such powers in force at the time applica- 
tion is made. 


III. 
Separate Departments. 


Every national bank permitted to act 
under this section shall establish a separate 

(Add 7b and 7c). 
trust department, and shall place such de- 
partment under the management of an of- 
ficer or officers, whose duties shall be pre- 
scribed by the board of directors of the 
bank. 


av. 
Provision for Keeping Trust Funds. 


The funds, securities, and investments held 
in each trust shall be held separate and dis- 
tinct from the general funds and securities 
of the bank, and separate and distinct one 
from another. The ledgers and other books 
kept for the trust department shall be en- 
tirely separate and apart from the other 
books and records of the bank. 


V. 
Examinations. 


Examiners appointed by the Comptroller 
of the Currency or designated by the Fed- 
eral Reserve Board will hereafter be in- 
structed to make thorough and complete au- 
dits of the cash, securities, accounts and in- 
vestments of the trust departments of every 
bank at the same time that examination is 
made of the banking department. 


VE. 
Conformity With State Laws. 


Nothing in these regulations shall be con- 
strued to give a national bank doing busi- 
ness as trustee, executor, administrator, or 
registrar of stocks and bonds under section 
11 (k) of the Federal Reserve Act any 
rights or privileges in contravention of the 
laws of the State in which the bank is lo- 
cated. 

VII. 


Revocation of Permits. 


The Federal Reserve Board reserves the 
right to revoke permits granted under these 
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regulations in any case where in the opinion 
of the board a bank has wilfully violated 
the provisions of these regulations or the 
laws of any State relating to the operations 
of such bank when acting as trustee, execu- 
tor, administrator, or registrar of stocks and 
bonds. 
VIil. 


Changes in Rules. 


These regulations are subject to change by 
the Federal Reserve Board; provided, how- 


Form No. 61. 
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ever, that no such change shall prejudice ob- 
ligations undertaken in good faith under 
regulations in effect at the time the obliga- 
tion was assumed. 

Cuartes S. Hamu, 

Governor. 
H. Parker WI111s, 
Secretary. 


Following are the forms provided for 


use in making applications under the 
above regulations: 


NOTE.—This application should be returned to the Federal Reserve Board through the Chairman 
of the Board of Directors of the Federal Reserve Bank of your district. 


District No.. - . -..- 


APPLICATION OF NATIONAL BANK 


TO ACT AS TRUSTEE, EXECUTOR, ADMINISTRATOR, OR REGISTRAR OF STOCKS AND BONDS 
UNDER SECTION 11 (k) OF THE FEDERAL RESERVE ACT. 


Ata meeting of the Board of Directors of the 


© siviciine citbibebes 
(City or town and State.) 


------, duly called and held on the ........ day of 


(Name of bank.) ae ee 


the following resolution was offered, seconded, and adopted: 


“‘Whereas it is the senbe of this meeting that application should be made on behalf of this Association to the Federal 


Reserve Board for a permit to act as .. F 
as provided in Section 11 (k) of the Federal Reserve Act, 


Trustee, executor, administrator, registrar of stoc ks and bonds.) 


“Now, therefore, be it resolved, that the president or vice president and the cashier or secretary of this Association be 


and they are hereby authorized, empowered and directed to make application to the Federal Reserve Board for a permit giving 




















to this Association the right to act as ee ‘ a ee a ee 
or to exercise as many of these powers as the Federal Reserve Board may allow, under such rules and regulations a, 


the Federal Reserve Board may prescribe.’ 
I hereby certify that the foregoing is a true and correct copy of a resolution passed by the Board 
of Directors of this Association on the date specified. 


Secretary or Cashier, 


Se en en ee ee ae 
(Name of bank.) (City or town.) 


Pursuant to the foregoing resolution, the - a ac tee 
(Name of bank.) t 


OO acwecnsesens --, hereby makes application for a permit to act as 





o- 2+ ----we ose... OF to exercise as many of these 


powers as the Federal Reserve Board may allow 
In compliancé with the regulations prescribed by the Federal Reserve Board, an exhibit, stating 
in detail the character and extent of the privileges which this bank desires to undertake, is attached to 


and made a part of this application. 


(SEAL OF BANK.) sesh tl ile - sah adap Seapeg lias OE eventos da 


SUID adn sthaisesiigdces tatiekieisadie, sa) samen iene aR 
President or Vice President 
ATTEST: 


Secretary or Cashier 






To the Feperat Reserve Boarp, 
Washington, D. C. 








b- 
ler 


or 
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CERTIFICATE OF COUNSEL. 


Le soc on nice Sammon nh sed. on ie bisa aw mo-wney lina do hie siaiia-haegay 
of ..-.------------ +--+ +--+ ee +--+ --» GO hereby certify that in my opinion the following 
siciete Dasein GOS See, WATT oo xo «oo 5 0.0.0.500 0808 sc cen nenncs cond atececnescsssnsuéwecencece 


may be legally exercised by this bank under the laws of the State of .........!..-.-.-...-.-.-.---- 
(State in which bank is located.) 


with the permission of the Federal Reserve Board. 


anbinsas ciste tak mined tia alk wien 


RECOMMENDATION OF BOARD OF DIRECTORS. 


The Board of Directors of the Federal Reserve Bank of ............-.-.---.--..-------------- 


has examined the foregoing application, together with the éxhibits made a part thereof, and recommends 
that the Federal Reserve Board th & permit to this bank to act as ..... 2-2... ..-- 22-2 ee ne ee ee 


Pee 
For the Board of Directors. 


(If refusal of permit is recommended, please submit reasons.) 


CERTIFICATE OF APPROVAL. 
The foregoing application has been approved by the Federal Reserve Board in so far as it relates 
So in IE Gia OE ina ins ic in cnn ce wa se ttceccodsobwiscienstscnsesceneey 


.. is hereby permitted to 


rthindend paadedeitiniona GE Gistbkwes mitetbehtaheocbaad 


exercise such powers in so far as they are not in contravention of the laws of the State of ....-..----..-- 
such powers to be subject to the regulations of this Board relating to National Banks acting as 
trustee, executor, administrator, and'registrar of stocks and bonds under Section 11 (k) of the Federal 


Reserve Act. 


— "Secretary, Federal Reserve Board. 
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SAVINGS DEPARTMENTS IN NATIONAL BANKS 
UNDER THE FEDERAL RESERVE ACT 


By Ws. H. Knirrin, Jr. 





N-SO-FAR as banking possibilities 

are concerned, the individuals of 

a community divide themselves into 
three groups: (1) Merchants and 
business men who are as a rule ade- 
quately supplied with banking facilities ; 
(2) salaried men and others with pri- 
vate interests large enough to demand 
banking accommodations; and (3) 
those, such as wageearners and others, 
who have no need of or great use for 
the checking account, being on a cash 
basis but who are essentially savings 
depositors. 

The savings depositors may further 
be classified into: (1) Those who are 
adequately served by the ordinary sav- 
ings bank account, where the pass-book 
must be presented at every transaction, 
and where personal visitation is neces- 
sary in order to withdraw funds; and 
(2) those who are of the savings class, 
and who have money idle temporarily 
or permanently, and who would best be 
served by a semi-savings account with 
checking privileges. 

There are many people who would 
gladly avail themselves of savings bank 
facilities, but who are averse to present- 
ing the pass-book in person at every 
withdrawal, and to whom time is an 
element. These can best be accom- 
modated by a limited checking account, 
which is a cross between the regular 
bank account and the savings account; 
an active savings account, or an inactive 
checking account. 


& 


THE BANKER’S OBLIGATIONS 


' I ‘HE bank of discount has among its 
many obligations two of primary 
importance: First, its duty to its stock- 


holders, which is to return to its pro- 
prietors the largest return on the capital 
investment consistent with sound poli- 
cies; and, second, its duty to the com- 
munity, which is: (a) To provide a 
safe depository for the working capital 
and the savings funds of the individ- 
uals composing the community; (b) to 
make loans and discounts up to the full 
extent of the demands made upon it, re- 
fusing no worthy borrower his appli- 
cation for credit; (c) to extend its 
checking facilities to the utmost; (d) 
to encourage thrift in the individual and 
in the community. 

The banker should not forget that he 
operates a credit machine; that a dollar 
in his hands is worth four in the pocket; 
that with one in cash he can-lend four 
in credit. This fact is too often lost 
sight of, but unconsciously practiced. 
And with money as a foundation, the 
banker can build a credit structure, 
based thereon, four times the size of 
the base. 

And another fact that should not be 
overlooked is that the savings deposits 
are cash deposits and not credit funds. 
They are as a rule small in their in- 
dividual units, but large in the aggre- 
gate, and steady in their inflow. There- 
fore the banker who would serve his 
community, the individuals and him- 
self must cultivate well this inviting 
field, making it easy and preferable for 
the people to patronize his savings de- 
partment. 


& 


-_ HE bank that would fulfill its larg- 

est service must therefore draw to 
itself every available dollar in the com- 
munity, and in so doing it serves itself, 
the individual and the community. It 
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serves itself in that as the funds grow 
larger the profits increase. The fixed 
charges do not expand with the increase 
of deposits, and the larger the volume of 
business the bank can do on the present 
expense, the larger will be the resultant 
profit. Therefore profits accrue to the 
stockholders in proportion to the de- 
posits attracted. 

There is in the hands of the people a 
vast amount of free money, floating 
funds. It is necessary that every indi- 
vidual carry with him a certain amount 
of ready money for current uses; and 
there must be cash in the pocket or in 
the home for these daily needs; but the 
man who carries with him, or has hidden 
away somewhere, more than immediate 
needs require, is doing harm to the bank 
in depriving it of cash for the founda- 
tion of the credit structure; harm to the 
community in preventing the rearing 
and expansion of the credit structure, 
and harm to himself in depriving him- 
self of the protection of its vaults, the 
profit of its interest payments and the 
freedom from worry and loss that must 
attend individualistic safeguarding of 
money. 

Where a savings bank is in operation 
in the community, aggressive and well 
managed, popular with the people by 
virtue of its atmosphere of good will 
and helpfulness, it may be a question of 
ethics if the bank of discount ought to 
invade the field; but there are thousands 
of communities with no savings bank or 
anything savoring of a thrift agency, 
where the bank of discount has a free 
field, and rightfully so. But a condition 
and not a theory confronts us, and the 
savings department, the interest depart- 
ment, or by whatever name it may be 
called, is here to stay. And it should. 


& 


THE SAVINGS BANK HAS NO 


MONOPOLY. 


\ caring for the thrift funds of the 

community the savings bank at one 

time had quite a monopoly; but of late 
4 
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years the savings department has been 
constantly growing in favor, so that the 
mutual savings banks now hold scarcely 
half these thrift accumulations. 

Under the old régime the savings de- 
partment in national banks existed only 
by sufferance of the Comptroller of the 
Currency. It had no sanction in the 
National Bank Act, but is now recog- 
nized as part of banking operations by 
the Federal Reserve Act. Banks have, 
everywhere and from time out of mind, 
issued certificates of deposit for dormant 
money; but the savings department as 
such, issuing pass-books and operating 
along savings bank lines, is a recent de- 
velopment. The certificate of deposit 
was a mere incident in the day’s busi- 
ness, while the savings account in some 
places is often a prominent feature. 


& 


OPPORTUNITIES OF PROFIT. 


HE profit in savings banking lies 

largely in the lack of reserve re- 
quirements, making close investment 
possible. With ninety-five cents out of 
every dollar invested at some rate, and 
the only idle money being in the vaults, 
and this only nominal, fair profits may 
be realized even with the income on se- 
curities at a low figure. And if the 
banker can so treat his savings obliga- 
tions as to make them subject to the 
minimum reserve he will have a dis- 
tinctly profitable line of business. 

Heretofore the law generally did not 
distinguish between time and demand 
deposits in respect to reserve require- 
ments ; but as the lawmakers are coming 
to realize the difference in the nature of 
the two, a lesser reserve is required for 
the time than for the demand. 

The Federal Reserve Act recognizes 
this distinction, and provides a reserve 
of five per cent. against time deposits 
and from twelve to eighteen per cent. 
on those payable on demand. 
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SAVINGS DEPOSITS UNDER THE 
FEDERAL RESERVE ACT. 


HE authority to receive savings de- 
posits under the Federal Reserve 
Act is found in Section 19, which reads: 

“Demand deposits within the meaning 
of this act shall comprise all deposits 
payable within thirty days, and time de- 
posits shall comprise all deposits pay- 
able after thirty days; and all savings 
accounts and certificates of deposit 
which are subject to not less than thirty 
days’ notice before payment.” 

At first sight it would seem that the 
member banks could work on the theory 
that all savings accounts are time de- 
posits, due to the notice of withdrawal, 
which makes the savings deposit an op- 
tional time deposit; but the ruling of 
the Federal Reserve Board of January 
15 last negatives such an idea. The 
Board says: 

“It was clearly not the intention of 
the Act to permit a reduction of reserve 
to five per cent. upon deposits which 
may ordinarily be checked upon, but in 


respect to which a bank, by a blanket 
provision in its by-laws, may at any 
time require withdrawal notice of not 


less than thirty days to be given. The 
reduction of the reserve to be carried 
against time deposits is intended to ap- 
ply only to deposits under written agree- 
ment not to be withdrawn within thirty 
days from the date as of which the re- 
serve calculation is made. Therefore, 
on the date of calculating reserve, under 
the definition contained in the accom- 
panying regulation, no deposit may be 
deemed a time deposit, whether on open 
account or on certificate; (a) If it is 
payable within thirty days, because of 
the approaching end of a_ specified 
period for which it was deposited or be- 
cause of receipt of notice of the date on 
which withdrawal will be made; (b) if 
it may be withdrawn by check within 
thirty days, although the bank may have 
the right, by written contract or other- 
wise, to require a withdrawal notice of 
not less than thirty days. 

“Nor may any certificate of deposit 
be considered a time certificate if any 
part of the amount represented by it is 
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subject to check or may be withdrawn 
without the presentation of the certifi- 
cate for proper endorsement. 

“While savings accounts may at any 
time, by the action of the bank, be con- 
verted into time deposits, they are, 
nevertheless, ordinarily withdrawable on 
demand. In the absence of any statu- 
tory limitation upon the sum which may 
be received by a bank from any one in- 
dividual as a savings account, the Board 
has no authority, for the purpose of cal- 
culating reserves, to impose any such 
limitation, but it feels strongly that in 
the interest of both the member banks 
and the Federal Reserve System, the 
broad provisions of the Act in respect 
to time deposits, savings accounts, and 
certificates of deposit, should not be 
made the means of any large general 
reduction of reserves by a transfer to 
those forms of deposits which are in 
substance demand deposits ; and it is the 
purpose of the Board to countenance or 
permit a reduction of reserves to five per 
cent. only on deposits which are, in fact 
as well as in form, entitled to such re- 
duction within the spirit of the Act. 

“Banks carrying savings accounts 
must record them in separate ledgers 
which do not contain ordinary checking 
accounts or other items. Open time ac- 
counts and time certificates of deposit 
should also be carried in separate ledg- 
ers, but if carried in the same ledger 
with current checking accounts they 
must be grouped together so as to be 
readily distinguished from the latter. 

“The Board desires to make it clear 
that the act requires the full reserve, at 
the rate prescribed for demand deposits, 
to be carried against all savings ac- 
counts and all time deposits whether on 
open account or certificate, which are 
subject to check or which the bank has 
been notified are to be withdrawn within 
thirtv days.” 

The Board defines time deposits, open 
accounts, as follows: 

“The term ‘time deposits, open ac- 
counts’ shall be held to include all ac- 
counts, not evidenced by certificates of 
deposit or savings pass-books, in respect 
to which a written contract is entered 
into with the depositor at the time the 
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deposit is made that neither the whole 
nor any part of such deposit may be 
withdrawn by check or otherwise except 
on a given date or on written notice 
given by the depositor a certain specified 
number of days in advance, in no case 
less than thirty days. 

“Savings accounts’ shall be held to 
include those accounts of the bank in 
respect to which, by its printed regula- 
tions, accepted by the depositor at the 
time the account is opened— 

“(a) The pass-book, certificate, or 
other similar form of receipt must be 
presented to the bank whenever a de- 
posit or withdrawal is made; and 

“(b) The depositor may at any time 
be required by the bank to give notice 
of an intended withdrawal not less than 
thirty days before a withdrawal is made. 

“A ‘time certificate of deposit’ is de- 
fined as an instrument evidencing the 
deposit with a bank, either with or with- 
out interest, of a certain sum specified 
on the face of the certificate, payable 
in whole or in part to the depositor or 
on his order— 

“(a) On a certain date, snecified on 
the certificate, not less than thirty days 
after the date of the deposit, or 

“(b) After the lapse of a certain 
specified time subsequent to the date of 
the certificate, in no case less than thirty 
days, or 

“(c) Upon written notice given a cer- 
tain specified number of days, not less 
than thirty days before the date of re- 
payment, and 

“(d) In all eases only upon presenta- 
tion of the certificate at each withdrawal 
for proper endorsement or surrender.” 

Obviously the Board intends to re- 
quire the full reserve on all savings de- 
posits against which notice of with- 
drawal has been lodged, not less than 
thirty days; and on all time deposits for 
the thirty days prior to their maturity. 

‘ther requires that the savings ac- 

be evidenced by a pass-book or 

similar instrument, in which are 

1 the rules of the bank governing 

iosit, which rules are the terms of 

the contract of deposit, if accepted by 
the depositor. 

One of these rules should therefore 


be that the bank will ordinarily pay on 
demand, but it reserves the right to re- 
quire thirty days’ notice on all with- 
drawals, and the depositor by accept- 
ing the book agrees to such terms and 
to the notice. 

Therefore, upon savings accounts, as 
savings accounts are ordinarily known, 
the reserve is five per cent. until notice 
of withdrawal has been filed, and for the 
thirty days elapsing between such notice 
and payment the reserve must be thie 
same as on demand deposits. 

The Board makes it clear that it does 
not look with favor on any scheme to 
transfer demand deposits to savings or 
time deposits for the sake of the lesser 
reserve. And any shifting of accounts 
will not be countenanced. 

It follows that if a bank wishes to 
carry the lesser reserve on its savings 
accounts, it must not allow checks to be 
drawn on such accounts, but require the 
presentation of the pass-book, and must 
make each account subject to at least 
thirty days notice of withdrawal. As 
soon as notice is filed (which will prob- 
ably only operate in cases of unrest and 
a run on the bank) the reserve must be 
at the maximum figure. 

As a result, the bank has an added 
profit which accrues from the use of the 
funds represented by accounts which 
conform to the ruling of the Board as to 
what constitutes savings deposits, inas- 
much as the reserve on this class of ac- 
counts is but five per cent. against 
twelve per cent. for the demand de- 


posits, leaving a margin of seven per 
cent. in favor of the savings account. 
But the compliance with the rules of the 
Board is essential. _— 


> 


& 


SUGGESTED RULES AND REGU- 
LATIONS. 


PON making the first deposit the 

depositor must subscribe to these 
rules and regulations, and the act of 
signing the signature-card constitutes 
such subscription; and the retaining of 
the book will be held a full assent thereto 
and agreement to be bound by the said 
rules, and others that may from time to 
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time be added thereto, or amendments 
thereof regularly made. If the deposit 
is not made in person, then the issuance 
of the book in the depositor’s name will 
be held to be such assent, unless the 
same is promptly returned and the de- 
posit withdrawn. 

Deposits will be received in sums of 
from one dollar and upwards, but no 
balance of less than one dollar will be 
allowed. 

All deposits shall be regularly entered 
on this book, which book shall be the 
depositor’s voucher for the amount to his 
credit in the bank ; but the amount stated 
as due thereon in the balance column is 
for the convenience of the depositor only 
and is not to be regarded as an account 
stated until the book has been written 
up by the bookkeeper and initialed. No 
assignment will be recoonized either in 
whole or in part until the bank shall 
have had notice in writing of said as- 
‘signment. 

Books should be presented at least 
yearly for the entry of interest. 

Accounts on which no deposit or with- 
drawal has been made for a period of 
ten years shall be deemed inactive, and 
no further interest shall be credited 
thereto. But the presentation of the 
book for the entry of interest shall de- 
feat the operation of this rule, and the 
period shall date from the last entry of 
interest or the last deposit or with- 
drawal. 

Any checks for deposit shall be re- 
ceived subject to collection and at the 
depositor’s risk, and every depositor 
shall be deemed an indorser upon all 
checks so deposited and the bank re- 
serves the right to charge back uncol- 
lected checks, and the depositor hereby 
waives notice of protest on all such 
items. 

As a rule all deposits will be paid 
upon demand, but the bank reserves the 
right to demand thirty days’ notice on 
all withdrawals, and for the purpose of 
complying with the requirements of the 
Federal Reserve Act and rulings of the 
Federal Reserve Board, such notice is 
hereby assented to and made part of 
this contract. 
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Withdrawals may be made _person- 
ally, or by order in writing, or by letters 
of attorney. All payments made to per- 
sons presenting the pass-book, with or 
without order purporting to be signed 
by the depositor whose name appears 
thereon shall be good and valid pay- 
ments to the depositor and fully dis- 
charge the bank. 

Upon the decease of the depositor 
payment will be made to the duly au- 
thorized representative, except in cases 
of small balances where the bank re- 
serves the right to make special rules 
as the case may require in order not 
to work hardship upon the depositor; 
but such provision is not to be con- 
sidered an agreement. 

In case of lost books the bank will 
require affidavit of loss, advertisement 
of the loss of the book for one week in 
a paper designated by it, and in special 
instances may require bond of in- 
demnity. 

Deposits will draw interest from the 
first of each month, if the deposit shall 
be made on or before the third business 
day of that month, and remain in the 
bank until the close of the dividend 
period, December 31 and June 30. 

Deposits made on or before the tenth 
business day of January and July will 
draw interest from the first of those 
months respectively. Thus: deposits 
made before January 13 and remaining 
until June 30 will have six months’ in- 
terest credited ; deposits made on or be- 
fore February 3 and remaining until 
June 30 will have five months’ interest 
credited; deposits made on or before 
March 3 and remaining until June 30 
will have four months’ interest credited, 
ete. 

Interest not withdrawn will be added 
to the principal. 


& 


THE BOOKKEEPING OF THE 
SAVINGS ACCOUNT. 


THE course of a new deposit from 

the issuance of the pass-book to 
the final checking on the ledger will in- 
dicate the bookkeeping system, which 
system will answer until the accounts 
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number over 2,000, when a slightly dif- 
ferent plan should be used, but es- 
sentially the same. 

Upon opening an account, the de- 
positor signs the signature-card, giving 
also his _ identification information, 
which should be: Age, birthday, 
father’s and mother’s name, birthplace, 
occupation and residence. The book is 
then made out, and deposit ticket pre- 
pared. The ticket is then copied on a 
deposit journal, made in loose-leaf form, 
giving the number, name and, skipping 
a column, the amount. When cash is 
balanced for the day, the stub is torn 
off. The postings are made from the 
ticket to the card-ledger account. On 
the next day the items are entered on 
the sheet in the column left vacant on 
the day before, so that in checking all 
that clerk has as a guide is the number 
and name. He enters what he finds 
posted on that account under that date. 
When postings are complete, the amount 
must tally with the stub previously torn 
off. This insures getting the right 
amount on the right account. With- 
drawals are treated the same way, being 
entered on withdrawal sheets similarly 
ruled, but of a different color. 

The cash is balanced by taking the 
total deposits and subtracting the with- 
drawals. The teller might, for conven- 
ience, run a scratcher, entering only the 
number and amount, debit and credit, 
for proving purposes. 

When the accounts number over two 
thousand, they should be grouped into 
sections of 1,000 each, and a journal 
sheet operated for each group. 

The supplies necessary are: Pass- 
books, signature-cards, index for names 
(cards), journal sheets (binders), de- 
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posit slips, withdrawal slips, card 
ledger. 

In cases of illiterates, the finger-print 
system should be used. The prints may 
be taken on the back of the card, or on 
a card prepared for the purpose. 

To comply with the ruling of the 
Federal Reserve Board, the savings ac- 
counts should be kept separate. A con- 
trolling account should be run in the 
general ledger, the receipts and pay- 
ments each day being carried to it, and 


with which the trial balance must agree. 


& 


THE ADVERTISING. 


"THE advertising should be digni- 

fied, yet attractive; educational, 
but not stereotyped; fresh and with fre- 
quent changes. The medium should be 
the newspaper, supplemented by book- 
lets, follow-up letters, and folders. Pro- 
grammes, society functions, gifts, and 
all sorts of advertising novelties should 
be avoided. The advertising matter 
should start somewhere and get some- 
where. It should attract, interest and 
lead to action. It should bring either 
an inquiry or a person, and having done 
either, it has accomplished its mission. 
Moreover, in this the bank has an end- 
less topic to talk about, namely, thrift, 
and this is a timely subject, always of 
interest to all, inexhaustible in its pos- 
sibilities and intensely practical in its 
application. You may not be able to 
talk about your bank week in and week 
out and keep the matter interesting, but 
you can talk about thrift for years and 
still leave a lot unsaid. 


Oy 


The Riggs Bank Controversy 


N event of an unusual character in 
banking was the filing in Wash- 
ington on April 12 of a suit by the 
Riggs National Bank of that city 
against the Comptroller of the Curren- 
cy. Secretary of the Treasury and the 
Treasurer of the United States, asking 


for an injunction against these officials 
to restrain them from certain acts 
deemed harmful to the bank. A state- 
ment has been issued by the Comptrol- 
ler of the Currency criticising certain 
methods said to be practiced by the 
bank. 
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Progressive Banking 





By JOHN CLAUSEN, Manager Foreign Department, the Crocker 
National Bank of San Francisco 





HE Federal Reserve Act, which 

was signed by the President on 
December 1913, and has since 
become operative by the opening on 
November 16, 1914. of the Federal 
Reserve Banks, has indeed become 
a powerful force behind the busi- 
ness machinery of our country, and 
while it may contain possibilities of 
abuse and misdirected efforts, as a whole 
it is felt that banks and genera! busi- 
ness will be benefited in that through 
able and harmonious action on the part 
of our financial organizations we will 
be in position more adequately to meet 
the growing demands of international 
commerce ; and, if our expectations come 
true, prevent our periodical panics with 
their demoralizing effect and cessation 
of business. 

The question is not now of vital im- 
portance whether twelve reserve centers 
or only one will bring about the desired 
result, and whether the Government or 
the Federal Reserve Bank should effect 
the note issue and thereby provide a 
more elastic circulating medium to bet- 
ter meet the growing demands of our 
commerce, and it should therefore be the 
aim of all member banks to lend their 
support to the new institutions which, 
no doubt, eventually will work out to 
the benefit of all concerned. 


& 


BANKS MUST ORGANIZE 
WIDER SERVICE 


23 


FOR 


T is necessary, however, for the en- 

terprising banker and business man 
to move quickly and conform with new 
conditions in reorganizing former sys- 
tems to cope advantageously with the 
present possibilities of broader and bet- 
ter banking. There are many reasons 
why the country banker, particularly, 
should enter upon a broader field of 
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operations, as time alone will prove with 
what vigorous efforts the larger banks 
throughout the country will enter into 
competition by means of the added fa- 
cilities afforded them by the Federal 
Reserve Act. 

Every financial institution—the small 
country bank as also the large city bank 
—will therefore readily appreciate the 
advantage, if not the necessity, of sys- 
tematically shaping its organization 
so as to make a more modern banking 
system. 

The world’s commerce is financed al- 
most in its entirety by bills of exchange, 
which, in turn, act as an index to the 
value of money. Increased trade—both 
domestic and foreign—very logically 
brings about a corresponding increase in 
credits, and while it may be compara- 
tively easy to create credit, it is often 
a difficult matter to protect it. The Fed- 
eral Reserve Bank, with its large hold- 
ings of gold and lawful money, can very 
effectively find employment for its re- 
sources in fostering and rendering as- 
sistance in financing our trade, as also 
in the creation of a broader market in 
foreign centers for American bank 
credit, and in the recognition of the 
United States dollar acceptance. 

There is therefore an attractive and 
wide field for operations, and it need 
hardly be urged that the support of the 
Federal Reserve Bank in that direction 
would prove an invaluable help to the 
member banks, our commerce, and the 
country at large. 

The power of a bank to accept a draft 
or bill of exchange enables it to make 
use of and to sell its credit, for a consid- 
eration, and so lend for legitimate use 
in trade vast sums without depleting its 
reserve or impairing its capability to 
make additional loans and advances to 
its clients. 

The business of banking, under the 
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present law and sphere of activity, 
therefore embraces principally the func- 
tion of collecting loanable capital and 
extending credits, which latter function 
it is not easy to overestimate in its ad- 
vantages to commerce and civilization. 

A merchant, for instance, instead of 
borrowing cash on a note from his bank- 
er, may arrange (for a stipulated com- 
mission charge) to use the bank’s credit 
for a certain length of time and a given 
amount. To make use of such facilities 
a time-draft may be issued against the 
bank, which, in turn, gives the required 
acceptance. After this requisite has 
been secured the merchant is in position 
either to use the bill of exchange in the 
settlement of his trade obligations, or 
sell same through a bill broker in the 
open market and so obtain available 
cash. 

Then, again, a merchant buying goods 
at home or in foreign countries may 
arrange with his banker to finance such 
importations by virtue of what 1s 
termed a “commercial credit,” which 
authorizes drafts, at sight or a long 
term, against the bank or the client. 

Or, again, a merchant selling goods 
to customers—at home or abroad—may 
draw direct against the buyer instead 
of on his banker, and such acceptances 
bearing responsible signatures (drawer, 
endorser and acceptor) are readily ne- 
gotiable with banks and bill brokers. 

Under the terms of the new Federal 


oe 


Reserve Act a member bank is, under 
certain conditions, permitted to accept 
bills of exchange, and if later required, 
negotiate and offer such acceptances 
for re-discount with the Federal Re- 
serve Banks in the respective districts. 

The matter of a ready discount mar- 
ket, comparing favorably with prevail- 
ing conditions in financial centers 
abroad, is worthy of very serious con- 
sideration, and while this feature in 
the Federal Reserve Act may, in the 
main, be regarded as in the nature of 
a safety measure, it is hoped that the 
financial assistance which will be ex- 
tended in this direction to both banks 
and private interests will redound to 
the ultimate good of all. 

While we cannot hope to see the New 
York or San Francisco bill of ex- 
change take the place of the well and 
favorably known bill on London, Ham- 
burg or Paris, recent events and the 
dislocation of the financial structure in 
Europe have at least brought the pos- 
sibility before the commercial world, 
thereby tending in that direction to 
equalize the power of competing with 
Europe. 

Just as the Bank of England is the 
center of the financial system in Great 
Britain, so is the Reichsbank in Ger- 
many, the Banque de France in France, 
and what it is hoped the Federal Re- 
serve Bank eventually will be in the 
United States of America. 


Going of a Grouch 


ANK tellers are now all Sunny 

Jims, according to Mr. Gere of the 
Salt Springs National Bank, Syracuse. 
N. Y. In a recent talk on “The Pay- 
ing Teller’s Department,” made at the 
meeting of Syracuse Chapter of the 
American Institute of Banking, he said 
that the day of the old-time grouch be- 
hind the bank teller’s window is fast 
passing. 

“And this chapter will mean his final 
deat! blow here in Syracuse,” added the 
spe: ker. Among other things Mr. Gere 
sai 


“In my estimation the most important 
duty of the teller is the holding of the 
bank’s customers. He is placed in a 
position nearer to the average depositor 
than any other officer or employe in the 
bank and a great deal depends upon how 
he handles people.” 

Mr. Gere suggested that a course in 
handling customers would not be a loss 
to members of the chapter, teaching the 
bank men how to hold the good will of 
depositors through efficient service, per- 
sonality and the many ways which go 
to make up a good counter man. 











Short Cuts and Time-Savers in Savings 
Bank 


Work 





By FRANK H. WILLIAMS, Assistant Treasurer, Albany City 
Savings Institution, Albany, N. Y. 





I N these days of efficiency and econo- 
my, when the earnings of a bank 

depend as much upon the expendi- 
tures as onthe receipts, it is time 
for the manager of the clerical force 
of a bank to look around for unneces- 
sary detail and antiquated methods that 
have outlived their usefulness, and sub- 
stitute a modern system and up-to-date 
time-saving methods. Instead of pay- 
ing more salaries for additional clerks, 
the same number of clerks can, with 
a few short cuts, do the work of an 
extra man or two in the same length of 
time and without much added exertion. 


@ 
THE MORNING MAIL 


N the matter of handling the incom- 

ing mail in the morning, much time 
can be saved if, when the mail is sorted 
for personal letters, etce., the envelopes 
containing the pass-books, which can 
easily be distinguished by size or special 
envelope, be thrown aside and kept sep- 
arate from the officers’ mail. It will 
also help the mailing clerks if the out- 
side envelope is kept with the pass- 
book contained in it; for many times 
depositors will fail to send their ad- 
dresses, and if a change has been made 
since the last mailing, the postmark on 
the envelope will assist the clerk in re- 
turning the book properly addressed 
and save delay in delivery. 


& 


ACKNOWLEDGEMENT OF DE- 
POSITS RECEIVED BY MAIL 


HEN acknowledging receipt of a 
deposit, instead of dictating and 
having a letter typewritten for each 
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deposit, a printed form (See Form 1) 
will answer the same purpose; and if 
an indelible pencil be used, a very dis- 
tinct carbon copy can be made, which 
will save copying in a letter copy book 
or other device. These forms are made 
in a cheaply bound book, the duplicates 
being kept for about a year and then 
thrown away. If a letter is lost or mis- 
sent the necessary records for tracing 
can be obtained by ascertaining the date 
of the transaction on the ledger or ledg- 
er card and immediately locating the 
letter under that date. 


& 


OPENING ACCOUNTS 


I F the teller at the new account win- 

dow will have the new depositor 
write his name on the signature card 
and then copy it on the deposit slip in- 
stead of asking for the name, it will 
obviate the necessity of spelling each 
name aloud, especially where a name 
may be pronounced the same yet spelled 
in a number of different ways and each 
one be correct, such as Edith, Edythe 
or Reilly, Riley, ete. 

A loose-leaf signature book is also of 
great assistance if the bank uses the 
book system. A few sheets can be at- 
tached to a blotter or card-board and 
easily passed through the wicket and 
thus save the teller from handling a 
heavy, cumbersome book. When 4 
sheet is full, it can be transferred to 
the binder which can be made to expand 
as large as desirable. Some banks use 
both the card and book system, taking 
two signatures at the time the account 
is opened, using the card for ready 
reference. When the account is closed, 
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FORM 1 


the card is destroyed, the book being 
kept as a permanent record. 


£2) 


WITHDRAWALS AND CLOSING 
ACCOUNTS 


'T HERE seems to be no good reason 
why the amount withdrawn should 
be written out in the pass-book after 
making the entry in figures and bringing 
down the balance. The receipt signed 
by the depositor is sufficient evidence 
and no one is likely to raise the amount 
in the pass-book. Many banks are 
adopting this scheme, which is a great 
time-saver especially on busy days. 
When an account is closed, the paying 
teller usually compares the signature 
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with the one on file and when doing 
so can easily remove the signature card 
and file it away with the pass-book. 
This will save the clerk who finally files 
the books from searching out these cards 
and will keep the file free of dead-wood. 


& 
CARD LEDGERS 


HE card ledger system, which is 

meeting with much favor among 
bankers, will not be discussed at length 
in this article except to say that ex- 
perience has shown, with possibly one 
exception, where the system is in use 
it has proven a great time-saver in 
every respect and the bad dream of 
“suppose you lose a card” which is in- 
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variably used as an argument against 
it, disappears after a few weeks of 
operation. 

Probably the best precaution against 
losing or misplacing a card is to provide 
each clerk who has access to the cards 
with a block marker. These blocks are 
painted a different color for each clerk 
and small enough to be carried in the 
pocket, so that when a card is removed 
from the drawer the block is dropped 
in the space and when the card is re- 
turned the block is removed. In this 
way there is no possibility of misplacing 
a card. 

Out of 140 mutual savings banks in 
New York State, forty-two are now 
using the card system for accounts rang- 
ing in number from 3000 to 115,000. 


& 


LISTING THE DEPOSIT AND 


WITHDRAWAL SLIPS 


HEN the deposit and withdrawal 

slips are turned over to the book- 
keepers at the end of the day for en- 
tering numerically in a cash book or 
debit and credit books, as they are 
sometimes called, to be checked back to 
the postings on the ledger or cards, a 
good short cut is to eliminate the names 
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and enter only the numbers and 
amounts. The names are of no earthly 
use in these books and require an enor- 
mous amount of time to copy them. The 
permanent record is the deposit and 
withdrawal slip and if the posting is 
done otherwise than from the cash 
books the names may properly be left 
out. 

These books may be of loose-leaf 
sheets (See Form 2), which are easy 
to handle and can be filed away in binder 
when the clerks are through with them. 


@ 
TAX RECORDS 


HE mortgage clerk will find a con- 

venient system of checking up 
taxes on property covered by the bank’s 
mortgages in the use of a card index. 
These cards will contain number of 
mortgage, location of property, owner's 
name, and address, date when various 
taxes are due and when paid. (See 
Form 3). The cards may be filed ac- 
cording to ward numbers in large cities 
and in such form are identical with the 
records as kept in the city treasurer's 
office. The out-of-town cards can be 
kept separate and arranged as to cities 
and towns. A double index should be 
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kept, and as all the taxes for the year 
are paid, the card can be transferred to 
the section of paid cards. 


& 
MECHANICAL TIME-SAVERS. 


HERE are any number of time- 
saving machines on the market, 

but they will not be discussed at length 
in this article. The adding machine is 
probably the foremost of mechanical de- 
vices and is becoming more useful and 
efficient every day. Many banks are 
also using the Protectograph Check 
Writer for writing their checks and to 
protect them from being raised, the Ad- 
dressograph for circular advertising 
and for mortgage notices and receipts, 
the Automatic Change Machine for the 
teller’s desk, the Multigraph for print- 


ing various forms of letters, circulars, 
etc., and numerous other machines of 
every description. 

Every banker has probably been ap- 
proached at some time or other by a 
salesman from the business house, intro- 
ducing these machines, and each one 
can best judge whether or not the device 
will be a benefit or a detriment to his 
own particular bank. 

Bookkeeping systems and methods 
of proving cash and taking the trial bal- 
ance of the individual accounts are so 
numerous and varied that they will not 
be touched upon as to short cuts, for a 
time-saving method of one system will 
not be of any use whatever in another. 
A safe rule to follow in all systems is 
to do your work the least number of 
times possible and still have a complete 
record. Do not duplicate unless abso- 
lutely necessary. 


ay 


Bankers and Jitneys 


‘THE following from the Omaha 
“World-Herald” is very interest- 
ing, only we never said anything what- 
ever about the managers of large finan- 
cial institutions in Philadelphia sitting 
up nights on account of the jitneys: 
“If one is to judge from articles in 
Tur Bankers MaGazine several large 
financial institutions in New York and 
Philadelphia are getting somewhat ex- 
cited over the jitney busses. Their in- 
stitutions are largely interested in street 
car securities. There seem to be two 
entertained. One is that a 
movement should be started to tax the 
jitneys, make them take out licenses 
and provide insurance for passengers 
an pedestrians who may be injured by 
them. The others hold that there is no 
occasion for alarm, that an automobile 
cannot carry passengers for five cents 


Opinions 


and make a profit and that soon they 
will disappear. 

“On the jitney side of the question 
there is plenty of financial backing. The 
great automobile companies see in this 
jitney move the chance to sell hundreds 
of cars that they could not otherwise 
dispose of, and they will back the jitney 
with their influence. They say that all 
great forward movements entail the 
scrapping of old machinery, sometimes 
at very great cost, but the world can- 
not move onward without such sacrifices. 
It is held by some of the disputants that 
the jitney will only take the water out 
of the street railway stocks and that 
they will continue to operate at a profit 
when they get down to straight business 
—that the jitneys will take off the strap 
hangers only and the other passengers 
will continue to patronize the street cars, 
There is a big contest on hand and no 
one can tell how it will end.” 





Banking and Commercial Law 





LEADING DECISIONS 





Assignment of Savings 
Account 


New York. 


Rule Limiting Payments to Depositors 
Presenting Pass Book in Person. 


Supreme Court, Appellate Term, Ist 
Department, January 7, 1915. 


BANK OF UNITED STATES VS, PUBLIC BANK 
OF NEW YORK CITY. 


A bank may pass reasonable rules regu- 
lating its relation to the depositors, but since 
it still remains a debtor of the depositor, 
the debt may be assigned, and if the assign- 
ment is properly established, title to the ac- 
count passes to the assignee. 

Even though a bank has a rule providing 
that withdrawals can only be made in per- 
son, it cannot prevent the debt being as- 


signed. 
& 


PPEAL from Municipal Court, 
Borough of Manhattan, Second 
District. 

Action by the Bank of United States 
against the Public Bank of New York 
City. Judgment for defendant, and 
plaintiff appeals. Reversed, and judg- 
ment directed for plaintiff. 


& 


STATEMENT OF FACT 
OPINION. 


AND 


EHMAN, J.: The plaintiff has re- 

ceived from one Bernard Schreiber 

an assignment of Schreiber’s deposit ac- 

count in the defendant’s bank. Schrei- 

ber’s deposit account was evidenced by 

a passbook, which contains a statement 
that: 


“This account is opened with the Pub- 
lic Bank of New York in accordance 
with the following rules and regula- 
tions: The passbook shall be the 
voucher of the depositor, and must al- 
ways be presented at the bank when 
depositing or withdrawing money. De- 
posits of any sum from one dollar up- 
wards will be received payable on de- 
mand, and may be withdrawn by the 
depositor at any time without giving 
notice. * * * Every effort will be 
made to protect depositors against 
fraud, but payments made to a person 
presenting a passbook shall be good and 
valid on account of the owner, unless 
the passbook has been lost and notice 
in writing given to the cashier of the 
bank before such payment is made. 
When a passbook has been lost, the bank 
shall prescribe the conditions on which 
a new passbook may be issued. * * * 
In all cases of where the whole amount 
of money is withdrawn, the passbook 
must be surrendered. The foregoing 
conditions between the depositors and 
the bank may be changed by the bank 
at any time by notice posted in the 
banking room. * * * Acceptance 
of the book shall be considered an as- 
sent to these rules and regulations.” 

The plaintiff presented the assign- 
ment, the bank book, and a draft for 
the full amount of Schreiber’s account 
to the defendant bank, and payment 
thereof was refused. The plaintiff 
thereupon commenced this action. It is 
not disputed that Schreiber executed the 
draft and assignment, and that he de- 
livered the draft, assignment and pass- 
book to the plaintiff; but the defendant 
claims that the depositor was bound to 
present the draft in person, because 
the defendant bank had made a rule 
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that “drafts on those accounts where 
the passbook is the voucher of the de- 
positor will be honored only when pre- 
sented with the passbook by the deposi- 
tor in person,” and had posted the rule 
in the banking room. The learned trial 
justice has held that this rule was a 
reasonable rule, and was binding upon 
the depositor and his assigns and con- 
sequently gave judgment for the de- 
fendant. 

The plaintiff now claims that the de- 
fendant bank is not a savings bank 
and can pass no such regulation, be- 
cause the only statute giving a bank 
power to pass regulations governing 
the payment of sums deposited is con- 
tained in section 143 of the Banking 
Law, which refers only to savings 
banks. It seems unnecessary in this 


case for us to decide now whether the 
Legislature could have intended to re- 
strict any bank from passing such rules 
and regulations as would be reasonable, 
in view of the nature of the business 
and the particular conditions governing 
its relation to its depositors. 


The defendant bank received the de- 
posits subject to certain rules and reg- 
ulations. The depositor accepted as 
the voucher of his account a book which 
expressly provided that the conditions 
on which the account was received could 
be changed. Both parties voluntarily 
made this contract. The depositor 
could have refrained from making the 
deposit, if he had not approved of the 
conditions on which it was received, and 
he could withdraw his deposit if he was 
not satisfied with the conditions on 
which it was retained. So long, how- 
ever, as the relation of bank and depos- 
itor was continued, he was bound by his 
contract to observe the bank’s reasona- 
ble rules and regulations, regardless of 
whether or not the bank had inherent 
power outside of the contract to make 
such rules. The plaintiff has presented 
this book in evidence to show the con- 
tract, and is bound by all its terms. 

The trial justice has in a very care- 
ful opinion held that the rule requiring 
the depositor to present the draft in 
person is a reasonable rule under all the 
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peculiar circumstances of the case. His 
reasoning seems cogent, and, so far as 
the rule was intended to regulate the re- 
lation of bank and depositor, so long 
as that relation continued, I should not 
lightly refuse to accept his conclusion. 
He has not, however, in his opinion con- 
sidered the effect of this rule where the 
depositor seeks to terminate this rela- 
tion by assignment and the assignee 
seeks to recover the amount of the 
deposit. The plaintiff herein claims, 
in effect, that as assignee of the 
fund he takes it free from any rules 
and regulations which might be binding 
upon the depositor. This statement of 
the law is obviously too broad. He 
takes only the rights which the deposi- 
tor had, and is subject to all the limita- 
tions lawfully placed upon the deposi- 
tor’s rights. 

It must be remembered, however, that 
even though we should go so far as to 
hold that the relation between depositor 
and depositary was that of a depositor 
and a savings bank, which is, however, 
not strictly the case, yet that relation is 
that of creditor and debtor, and the 
bank, to justify a refusal to pay its 
debts to one who is its creditor, must 
show some good reason for its refusal. 
Even where the bank requires a bank 
book to be presented as a voucher, the 
presentation of such bank book is not 
a condition precedent to a recovery of 
the debt by the assignee, though a fail- 
ure to present the bank book may, 
where the bank might be subject to a 
double claim, present justification for a 
refusal to pay. See Mierke vs. Jeffer- 
son County Savings Bank, 208 N. Y. 
347, 101 N. E. 889, 46 L. R. A. (N. S.) 
194. So in Augsbury vs. Shurtliff, 114 
App. Div. 626, at page 633, 99 N. Y. 
Supp. 989, at page 993, the court said: 

“We think it cannot be claimed that 
such depositor may not assign or trans- 
fer his interest in his deposit for a good 
and valuable consideration, without the 
delivery of the passbook representing 
such deposit, and that if such assign- 
ment or transfer is established to be 
valid the bank must recognize the same, 
notwithstanding the assignee or trans- 
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feree may not have possession of the 
passbook.” 

It seems to me that the true rule is 
that, while a savings bank, and perhaps 
this bank, may pass reasonable rules 
regulating the relation of depositor and 
depositary, yet since it still remains a 
debtor of the depositor, that debt may 
be assigned to a third party, and, if the 
execution of the assignment is properly 
established, it passes all title to the 
debt to the assignee. Thereafter, as 
between the assignee and the bank, the 
only question that remains is whether 
the debt itself is subject to any limita- 
tions which will justify the bank in re- 
fusing to pay: but the debtor cannot 
make rules and regulations which will 
limit the right to assign the debt. 

In this case, while the bank may pos- 
sibly have the right to require a depos- 
itor, who desires to withdraw part of 
his deposit, to present the draft in per- 
son, if we construe its rule so strictly 
that only the depositor can obtain his 
money in person, we would permit a 
debtor, in the guise of making a regu- 


lation governing its relation to deposi- 
tors, to make its debt unassignable. 

It follows that the judgment should 
be reversed, with costs, and judgment 
directed for the plaintiff, with costs. 
All concur. 

(151 N. Y. Supp. 26.) 


& 


Conditional Note 


Towa. 
Principal and Surety—Evidence—Con- 
ditional Delivery—Defectively Ac- 
knowledged Instrument. 
Fraud of Creditor. 


Supreme Court of Iowa, December 15, 
1914. 
SELMA SAVINGS BANK VS. HARLAN, 
A note may be delivered on condition, the 
observance of which is essential to its va- 
lidity between the original parties, provided 
that as between them, the delivery may be 
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shown to have been conditional. (From the 


N. W. Reporter.) 


& 


CTION on a promissory note to 
which the defendant Hinkle only 
interposed a defense. Verdict was di- 
rected as prayed, and judgment entered 
thereon. H. A. Hinkle appeals. Re- 


versed. 
& 
STATEMENT OF FACT: 


HE action is on a note for $545, 

dated August 20, 1912, and pay- 
able six months thereafter. M. T. Har- 
lan signed as principal and H. A, 
Hinkle as surety. Its purpose was to 
take up three notes previously executed, 
one of which, at least, was signed by 
both of them. One of the defenses in- 
terposed by Hinkle was that the note 
never took effect. He testified that they 
went to the bank, where he said to the 
cashier: 

“That Mark (Harlan) was to give 
me an assignment, signed by him and 
wife, to go on the note for $545; this 
assignment to cover their interest in the 
A. W. Harlan estate. * * * When 
I signed the note, I gave it and the 
Schlotter (the cashier), 
together with instructions that, when 
Mark and his wife acknowledged this 
assignment and signed a note to me for 
this amount, then my note to the bank 
was to become effective.” 

The estate of Harlan’s grandfather, 
A. W. Harlan, consisted of 200 acres 
of land and $2,000, and his claim was 
to one-fourth interest therein. The 
cashier admitted that the assignment 
was left with the bank for execution, and 
a note was to be procured from Harlan 
and wife, but denied that anything was 
said concerning this being a condition 
to the note sued on taking effect, and 
Harlan gave like testimony, and also 
that the old notes were not surrendered 
by the bank to him until after the note 
to Hinkle and assignment had been 


assignment to 
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signed by him and he had attached his 
wife’s name thereto without her consent. 
He acknowledged the assignment for 
himself, and undertook to do so for his 
wife; the vice president of the bank, 
who was a justice of the peace, certi- 
fying that the acknowledgment was of 
“Winnie Harlan, represented by M. T. 
Harlan.” Subsequently she may have 
orally ratified what her husband did, 
but the jury could well have found this 
to have been after this suit had been 
begun, and also after she and her hus- 
band had conveyed his interest in the 
estate to another, though, as he testified, 
“with the exception of $500,” and he 
could not recall whether the exception 
was inserted in the deed. She testified 
to the conveyance of the whole interest 
to Baldwin: 

“Q. What part of it? A. Except 
this. Q. Did you except this? A. 
No; that was to be paid first of all. Q. 
Did you in the assignment to Baldwin 
except the interest Hinkle had in it? 
A. That I can’t say.” 


°@)3 


OPINION OF THE COURT 


ADD, C. J. It is plain from this 
recital that the evidence raised the 
issue of whether the note was to take 
effect only on the contingency of the 
bank first procuring the execution of the 
note by Harlan and wife and the ac- 
knowledgment of the assignment by 
them. As the jury might well have found, 
they had obtained the signature of the 
wife to neither; nor had she ratified her 
husband’s action with reference thereto 
prior to the beginning of this action and 
the conveyance of the property included 
therein to another. There was no evi- 
dence of any exception in such convey- 
ance, and if there was an oral exception, 
the evidence fails to show the nature of 
it. and whether it was such as to save 
the first claim to the interest covered by 
the assignment. 
Moreover, if Mrs. Harlan orally rati- 
fi! the action of her husband, this 
would not render the acknowledgment 
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such that recording the assignment 
would have constituted constructive no- 
tice of any inchoate interest in the prop- 
erty described therein acquired through 
the assignment from her. The subse- 
quent ratification, if any, then, did not 
fully cure the bank’s failure to perform 
the condition precedent to the note be- 
coming effective, and this issue should 
have been submitted to the jury. 

That a promissory note may be de- 
livered on condition, the observance of 
which is essential to its validity between 
the original parties thereto, is recog- 
nized by section 3060a16, Code Supple- 
ment, providing that in such case “‘the 
delivery may be shown to have been con- 
ditional or for a special purpose only 
and not for the purpose of transferring 
property in the instrument,” and is in 
harmony with decisions of this and other 
courts. Ware vs. Smith, 62 Iowa 159; 
Johnston vs. Cole, 102 Iowa 109; Nib- 
lock vs. Sprague, 200 N. Y. 390. If 
the agreement was as _ testified by 
Hinkle, there was never any authorized 
delivery of the note, and it never became 
binding on the defendant. He is not 
contending that the contract which the 
note expresses was changed; his claim 
is that such contract was never entered 
into at all, for that the contingency upon 
which the note was to be deemed de- 
livered never occurred. Parol evidence 
of the condition was admissible; for it 
was not an attempt to vary or contradict 
the written instrument. Higgins vs. 
Ridgway, 153 N. Y: 130. 

But it is said the cashier was without 
authority to surrender the old notes 
without payment. If so, doubtless re- 
covery thereon may yet be had. In any 
event, surrendering the old note would 
not obviate the condition on which the 
new note was to take effect. As he 
acted for the bank in taking the latter, 
it, in bringing action thereon, neces- 
sarily ratified whatever contract the 
cashier made in procuring it. Eadie, 
Guilford & Co. vs. Ashbaugh, 44 Iowa 
519; Farrar vs. Peterson, 52 Iowa 420; 
State Bank vs. Kelly, 109 Iowa 544. 
There was error in withdrawing this 
issue from the jury. 
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Hinkle testified that, when he 
went into the bank to sign Harlan’s note 
as surety, he, in addition to explaining, 
as hitherto recited, that the assignment 
was to be acknowledged and a note to 
him signed before the note sued on was 
to become effective, remarked that: 


“Harlan says that this will pay up 
all he owes, with the exception of $350 
against his property in Selma.” 

There was evidence tending to show 
that Harlan was indebted on said prop- 
erty $1,500. The cashier denied that 
the statement was made. Hinkle’s state- 
ment that, had he been advised of the 
amount of such indebtedness, he would 
not have signed the note as surety, is 
not controverted. ‘The indebtedness of 
$1,500 was secured by mortgage, and, 
upon the commencement of foreclosure 
proceedings, Harlan and wife conveyed 
the property to the mortgagee in satis- 
faction of the debt. 

The jury might have found that the 
cashier representing plaintiff, with 
knowledge that the principal signer of 
the note had misrepresented the amount 
of his indebtedness, remained silent, and 
received the note signed by the surety, 
when, but for such misrepresentation, 
the surety would not have signed the 
note. Did this constitute fraudulent 
concealment? Had the remark not been 
made to the cashier or in his hearing, he 
would not have been required to inform 
the proposed surety of the existence of 
the obligation. 

There was no previous relationship 
between the parties exacting that they 
deal with each other, otherwise than at 
arm’s length, and, as the matter was not 
concerning the contract itself, no duty 
of disclosure arose, in the absence of re- 
quest or other circumstances requiring 
the creditor to speak. Booth vs. Storrs, 
75 Ill. 438; Home Ins. Co. vs. Holway, 
55 Iowa 571. But the surety acts with- 
out consideration, and if, in fact, de- 
ceived, and the creditor becomes aware 
thereof, he ought not be permitted 
to remain silent and yet partake 
of the fruit of such deception. As ob- 
served in London & Provincial Marine 


Ins. Co. vs. Davies, 47 L. J. 511, by 
Fry, J.: 

“Very little said that ought not to 
have been said, and very little not said 
which, from the course of negotiations, 
ought to have been said, would be suffi- 
cient to prevent the contract being a 
valid one.” 

The Lord Chancellor clearly states 
the law in Owen vs. Homan, 4 H. L. 
Rep. Cas. 1035: 


“Without saying that in every case a 
creditor is bound to inquire under what 
circumstances his debtor has obtained 
the concurrence of a security, it may 
safely be stated that, if the dealings 
are such as to lead a reasonable man 
to believe that fraud must have been 
used in order to obtain such concur- 
rence, he is bound to make inquiry, and 
cannot shelter himself under the plea 
that he was not called upon to ask, and 
did not ask, any question on the sub- 
ject. In some cases wilful ignorance 
is not to be distinguished in its equit- 
able consequences from knowledge. If 
a person abstains from inquiry because 
he suspects the result of inquiry will 
probably be to show that a transaction 
in which he is engaging, is tainted with 
fraud, his want of knowledge of the 
fraud will afford no excuse.” 


The rule as there expressed was fol- 
lowed by this court in Bank of Monroe 
vs. Anderson Bros. Mining & Ry. Co., 
65 Iowa 692, declaring that: 


“If there is nothing in the circum- 
stances to indicate that the surety is 
being misled or deceived, or that he is 
entering into the contract in ignorance 
of facts materially affecting its risks, 
the creditor is not bound to seek him 
out, or, without being applied to, com- 
municate to him information as to the 
facts within his knowledge. But in 
such case he may assume that the 
surety has obtained information for his 
guidance from other sources, or that he 
has chosen to assume the risks of the 
undertaking, wherever they may be. 
But if he knows, or has good grounds 
for believing, that the surety is being 
deceived or misled, or that he was in- 
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duced to enter into the contract in ig- 
norance of facts materially increasing 
the risks, of which he has knowledge, 
and he has an opportunity, before ac- 
cepting his vadertaking, to inform him 
of such facis, gocd faith and fair deal- 
ing demand that he should make such 
disclosure to him; and if he accepts the 
contract without doing so, the surety 
may afterwards avoid it.” 


(See 1 Brandt on Suretyship, § 472; 
Warren vs. Branch, 15 W. Va. 21.) 

The jury might have found that 
Hinkle made the statement in the 
cashier’s hearing, that the latter knew 
it was untrue, and inferred therefrom, 
in connection with all that then oc- 
curred, that Hinkle was deceived there- 
by into relying on Harlan’s financial 
condition as stated. If so, he was bound 
to disclose the truth, and if he remained 
silent in order to obtain the note, when, 
had he corrected the misapprehension 
under which Hinkle was laboring, he 
would not have obtained it, then he was 
guilty of such fraudulent concealment 
as will relieve the surety from liability 
thereon. In other words, the bank, with 
infcrmation that the surety was induced 
to sign or deliver the note by deception, 
could not avail itself of the fruits of 
such deception without imparting to him 
the truth of which it was advised, and, 
if it so did, it must be held to have par- 
ticipated therein, and be held respon- 
sible therefor. While discovering no 
case in its facts like this, none incon- 
sistent in principle has been found. The 
issue should have been submitted to the 
jury. 

Reversed. 

(149 N. W. Rep. 882.) 


& 


Corporation Note 


CALIFORNIA. 


Acts of Corporation Officials—Unau- 
thorized Loan—Notice—E stoppel. 


District Court of Appeal, First Dis- 
trict, California, Nov. 7, 1914. 


STATE SAVINGS AND COMMERCIAL BANK 
VS. WINCHESTER, ET AL. 


A corporation can act only through its 
board of directors, and the public act at 
their peril with one purporting to represent 
such corporation without proper evidence. 


& 


ACTION by the State Savings & 
Commercial Bank, a corporation, 
against Elisabeth F. Winchester and 
Frank Winchester. From a judgment 
for defendants, and from an order de- 
nying a new trial, plaintiff appeals. 
Judgment and order affirmed. 


oo 
STATEMENT OF FACT. 


‘Tuis is an appeal from a judgment 

and from an order denying a new 
trial. The action was one to foreclose 
a mortgage executed by defendant and 
respondent, Elisabeth F. Winchester, 
as security for the payment of a prom- 
issory note in the sum of $11,500, made 
by the Main-Winchester-Stone Com- 
pany, as maker, and the respondent as 
indorser and guarantor. The execution 
of both the note and mortgage was an 
admitted fact in the case; but as a de- 
fense to the foreclosure proceedings, it 
was alleged that the note and mortgage 
were executed without consideration to 
either the respondent Elisabeth F. Win- 
chester or to the Main-Winchester- 
Stone Conrpany, and that the same 
were both obtained by false and fraud- 
ulent representations. 

The facts leading up to the transac- 
tion in suit, and out of which the claim 
of fraud arises, are, in substance, as fol- 
lows: On December 13, 1906, A. G. 
Stoll, the then president and general 
manager of the Main-Winchester-Stone 
Company, made application to the ap- 
pellant bank upon behalf of said com- 
pany for a credit loan of $15,000. The 
application for the loan was approved; 
and a credit was thereupon given to the 
Main-Winchester-Stone Company upon 
the books of the bank in the sum men- 
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tioned, for which three notes were exe- 
cuted in different sums to the bank by 
Stoll in the name of the company. 

Thereafter, these notes were taken up 
with a renewal note of said company 
for $15,000, which renewal note was 
endorsed by A. G. Stoll, R. P. Grubb, 
a Mr. Richardson and Frank Winches- 
ter, all directors of the Main-Winches- 
ter-Stone Company. After the sum of 
$3,500 had been paid and endorsed 
thereon, Richardson, having sold his 
stock in the Main-Winchester-Stone 
Company, desired to be released as an 
indorser of said renewal note. The 
bank thereafter released him, in con- 
sideration of the giving by respondent 
Elisabeth F. Winchester of the mort- 
gage in question, as security for the 
payment of the indebtedness due upon 
the renewal note. A second renewal 
note was thereupon executed in the 
sum of $11,500, upon which the name 
of Elisabeth F. Winchester replaced 
that of Richardson as endorser, and at 
the same time and as a part of the same 
transaction, the mortgage in question 
was executed as security therefor. 

The endorsement of the second re- 
newal note and the execution of the 
mortgage by respondent were in lieu of 
the prior endorsement of Richardson. 
The trial court found that Stoll as the 
president and general manager of the 
Main-Winchester-Stone Company was 
without authority to execute the first 
renewal note in controversy, that said 
company never received any benefit from 
the money obtained upon the note, and 
that the same was procured to be signed 
by fraud and through false and fraud- 
ulent representations. In support of 
and as a basis for this finding, the trial 
court also found that prior to the exe- 
cution of the original notes involved in 
the transaction, A. G. Stoll, C. P. Hagg, 
who was then secretary of the appellant 
bank, and other persons, had entered 
into an agreement to secure control of 
the appellant bank by purchasing a cer- 
tain amount of its capital stock ; that the 
loan procured by Stoll, to and in the 


name of the Main-Winchester-Stone 
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Company, from the appellant bank, was 
procured and used by him for the pur- 
pose of purchasing a controlling inter- 
est in the appellant bank, and not for 
the use and benefit of said company ; 
that in order to conceal and cover up 
this phase of the transaction, Stoll, on 
January 15, 1907, represented to the 
Main-Winchester-Stone Company that 
it was necessary to borrow $15,000 
from the appellant bank, to be used 
in the business of the company; that 
he could secure such a loan from the 
appellant bank if a resolution were 
passed authorizing the same; that such 
resolution was duly passed authorizing 
a loan from the appellant bank not to 
exceed $15,000; and that such resolu- 
tion made no reference to past loans 
made by appellant bank to the Main- 
Winchester-Stone Company. 

It was further found that all sub- 
sequent notes made by said Main-Win- 
chester-Stone Company to appellant 
bank, including the note and mortgage 
in suit and the endorsements and guar- 
anties thereon, were made without any 
knowledge on the part of the makers 
thereof, of the transaction of December, 
1906, but that such notes, endorsements, 
guaranties, and mortgage were made in 
the belief that the money borrowed, 
guaranteed, and secured had been pro- 
cured by Stoll under the resolution of 


- January 15, 1907; that, in fact, no loans 


were made by appellant bank under 
said resolution, and that the only monev 
appellant bank parted with was the 
sum advanced in December, 1906. Upon 
these facts judgment went for defend- 
ants. 


& 


OPINION OF THE COURT. 
ENNON, P. J.: It is conceded by 
appellant that a corporation can 
act only through its board of directors, 
and that the public generally act at 
their peril with one purporting to rep- 
resent such corporation without evi- 
dence of his being authorized by the 
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governing board of such corporation. 
It is insisted, however, that the evi- 
dence shows that the Main-Winchester- 
Stone Company so conducted itself as 
to be estopped from denying that Stoll 
had authority to make the loan for want 
of the proper resolution. On the other 
hand, it is the contention of the defense 
that the money obtained from the ap- 
pellant bank by Stoll and claimed to 
have been wrongfully diverted from the 
use of the Main-Winchester-Stone Com- 
pany was advanced by the bank for the 
individual use of one of the directors of 
the company with the knowledge of the 
bank. 

The trial court adopted the view 
that, inasmuch as Hagg was secretary 
of the appellant bank, any knowledge 
gained by him in the transaction with 
Stoll was imputable to the bank. In 
this behalf, as previously stated in sub- 
stance, the trial court found that ar- 
rangements were made between Hagg, 
the secretary of the appellant bank, and 
Stoll and others prior to the loan of 
December, 1906, to get control of the 
bank; but Stoll was without the neces- 
sary funds to pay for his proportion of 
the stock; that in the making of the 
application and obtaining of the loan, 
he dealt only with Hagg and never saw 
or dealt with any other officer of the 
bank, in connection with the transac- 
tion; that shortly after the loan was 
made, a majority of the stock of appel- 
lant bank was transferred to Stoll, 
Hagg and others, and that they were 
immediately installed as directors of the 
bank, 

There is evidence, in our opinion, to 
support this finding, and this finding in 
turn supports the conclusion and judg- 
ment of the trial court to the effect that 
the appellant bank was estopped from 
claiming that the loan in controversy 
was made in the regular course of busi- 
5 Cye. p. 460. 

The judgment and order appealed 
from are affirmed. 

(145 Pacific Rep. 171.) 


ness, 


Material Alteration 


MASSACHUSETTS. 


Supreme Judicial Court of Massachu- 
setts, Suffolk, December 31, 1914. 


ANDREWS VS. SIBLEY. 


The alteration of a name of the payee in 
a negotiable instrument is a material altera- 
tion and voids the instrument as to the 


maker. 
& 


PPEAL from Superior Court, Suf- 
folk County; Charles F. Jenney, 
Judge. 
Bill by Julius. Andrews against 
Henry C. Sibley and others. Bill dis- 
missed, and plaintiff appeals. Affirmed. 


& 


STATEMENT OF FACT AND 
OPINION. 


E COURCY, J.: It appears from 

the agreed statement of facts that 
the promissory note which the defend- 
ant Sibley delivered to George E. Wil- 
liams was payable to the defendant in- 
surance company one year from date, 
and was for the amount of the pre- 
miums due September 8, 1912, on Sib- 
ley’s insurance policies. Shortly after- 
wards Williams altered the note by eras- 
ing the name of the insurance company 
as payee and inserting his own in place 
thereof. After this alteration and dur- 
ing the month of September, he nego- 
tiated the note by endorsement and de- 
livery to the plaintiff, who now seeks 
to recover the amount thereof. 

1. The plaintiff cannot recover from 
Sibley on the note. It is conceded that 
the unauthorized change of the payee’s 
name was a material alteration. The 
note was thereby avoided as against 
Sibley, by section 141 of the Negotiable 
Instruments Act (R. L. c. 73). The 
last sentence of that section, allowing 
a holder in due course to enforce pay- 
ment of an altered note “according to 
its original tenor,” even if applicable, 
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cannot avail the plaintiff, as such a 
restoration would make the note pay- 
able to the order of the defendant in- 
surance company, which never has en- 
dorsed it. The suggestion that the 
plaintiff might recover in the insurance 
company’s name, or that the company 
might be compelled to enforce it as 
trustee for the plaintiff, loses sight 
of the facts that the original note never 
was delivered to the company, that 
Williams had no authority to receive the 
note in its behalf; that all his dealings 
with the instrument were without its 
knowledge, consent or authority, and 
that consequently the company itself 
could not recover upon the note even if 
it were reformed and restored to its 
original tenor. , 

The further contention that Sibley 
authorized Williams to borrow money 
with which to pay premiums on the in- 
surance policies and consequently is 
bound by the acts of Williams under 
the general doctrines of agency, finds 
no support in the agreed facts. 

2. It is urged that Sibley should be 
compelled to pay the plaintiff in equity 
and good conscience. The plaintiff ar- 
gues that Williams, if he were alive, 
could not recover the money, because 
he was an officious volunteer in paying 
the premiums. Assuming that to be 
true, it is equally true that the plain- 
tiff himself never was requested by Sib- 
ley to confer any benefit upon him. 
Foote vs. Cotting. 195 Mass. 55, 80 N. 
EF. 600, 15 L. R. A. (N. S.) 693. Fur- 
ther it does not appear as matter cf fact 
that the plaintiff did confer «a benefit 
upon Sibley, on which a quasi contract- 
ual claim for money had and received 
can be based. So far as the agreed 
facts disclose, what the plaintiff gave 
for the altered Sibley note was not 
money but other notes of Williams 
which were held by him and then were 
due and payable. 

And even assuming that some cash 
was paid by the plaintiff, he does not 
show that it was used by Williams to 
pay Sibley’s premiums to the insurance 
company. It was some weeks after- 
wards that Williams, in settling with 
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the company his accounts for collec- 
tions, expenses and commissions, 
charged himself with the receipt of 
these premiums, and sent a check for 
the balance due as shown by the ac- 
count. What that balance was does not 
appear, nor whether it amounted to as 
much as these premiums. On the facts 
disclosed it is impossible to say that 
money of the plaintiff was actually used 
to pay the company for the premiums 
owed by Sibley. In short, he fails to 
prove that money wrongfully obtained 
from him has been used to pay the debts 
of the defendant Sibley ; and the ground 
of equitable relief in cases like Newell 
vs. Hadley, 206 Mass. 335, 92 N. E. 
507, 29 L. R. A. (N. S.) 908, and Ban- 
nantyne vs. Maclver, [1906] 1 K. B. 
103, is not applicable. The difficulty 
here is more than a mere absence of 
technical proof. The scheme of Wil- 
liams, disclosed later, to secure a much 
larger sum by assigning Sibley’s polli- 
cies and forging his name to a note, 
suggests that in order to retain posses- 
sion of the policies for a year Williams 
was compelled to pay these premiums, 
regardless of whether he _ obtained 
money from the plaintiff on the altered 
note. 

It is urged finally that unless the 
plaintiff is allowed relief the result will 
be that he is without remedy, and that 
Sibley holds the money without auy 
consideration moving from him. As to 
the former, he still has his remedy 
against the estate of Williams. Sibley 
never was liable on the note, notwith- 
standing the plaintiff's mistaken belief 
to the contrary. And no relation of 
cause and effect is shown between the 
plaintiff’s loss and Sibley’s gain. 

The question is not now before us as 
to Sibley’s liability to reimburse the 
Williams estate. Nor is it settled that 
some other creditor of Williams has not 
a real equity in his favor, based on the 
use of his money, wrongfully taken, to 
pay these premiums. The fraudulent 
transaction here disclosed is but one of 
many in which he was involved. See 
Herman vs. Conn. Mut. Life Ins. Co., 
218 Mass. 181, 105 N. E. 450. In any 
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event the plaintiff must stand upon his 
own rights and show affirmatively that 
he has an equitable right to be paid by 
Sibley; and this he has failed to estab- 
lish. 

Decree affirmed. 

(107 N. E. Rep. 396.) 


& 
Taxation of Joint Deposit 


New York. 


Transfer Tax—Joint Tenancy—De- 
posit in Contemplation of Death. 


New York Supreme Court, Appellate 
Division, Third Department, 
January 6, 1915. 


IN RE TILLEY’S ESTATE. 


A deposit in two names, husband or wife, 
payable to either or the survivor, is not a 
transfer in contemplation of death, or in- 
tended to take effect at or after such death, 
within the Bank Law of New York. Under 
the Banking Law of New York such par- 
ties are joint tenants, with the right of sur- 
vivorship, which right is an incident of joint 
tenancy, and the rights of the parties be- 
come absolutely fixed upon the making ot 
the deposit. 


& 


APPEAL from Order of Surrogate, 
Albany County. 

In the matter of the appraisal of the 
estate of John S. Tilley, deceased, un- 
der the acts relating to the taxable 
transfers of property. From an order 
of the surrogate, modifying, on the ap- 
peal of Rose Emma Tilley, residuary 
legatee and executrix, the assessment of 
the appraiser, William Sohmer, State 
Comptroller, appeals. Affirmed. 


& 


STATEMENT OF FACT AND 
OPINION. 


W 20PwarD, J.: John S. Tilley 

died a resident of Albany coun- 
ty on the 25th day of March, 1913. 
During his lifetime, and for a period of 
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about 35 years, decedent had been car- 
rying on business in Watervliet; and, 
although his wife does not appear to 
have been a partner, it is not disputed 
that she assisted her husband in the 
business, and that real estate belonging 
to his wife was used in connection there- 
with. Some of the proceeds of this 
business, representing the joint earn- 
ings of decedent and his wife, were de- 
posited in savings banks, and were made 
payable to either of them, or to the sur- 
vivor. Decedent’s wife -lways had 
possession of the passbooks, and drew 
out and deposited moneys on the various 
accounts as occasion required. 

In the proceedings for the fixing of 
the transfer tax upon the estate of Mr. 
Tilley the appraiser made a finding that 
decedent was the owner of one-half of 
these joint accounts, aggregating $38,- 
481.49, and an order assessing the tax 
on the sum of $19,240.74 was made. 
From this order the decedent’s widow 
appealed to the Surrogate’s Court, 
where the same was reversed. The State 
Comptroller appeals from the order of 
reversal. 

Upon this appeal it is urged that it 
“matters not whether the rights of the 
survivor accrued as alleged contractual 
rights, or as voluntary provisions, if the 
decedent intended that only at his death 
the survivor’s title to his interest should 
become absolute and fixed, a tax should 
be imposed upon the transfer of his in- 
terest in the funds.” But we are not 
here dealing with an equitable, but with 
a tax, problem; we are not interested in 
the intent of the decedent, but with the 
legal relations of the parties to these 
joint accounts. No svecial tax should 
be imposed upon the citizen unless it is 
within the letter and spirit of the law, 
and the only question to be determined 
here is whether the law has provided 
for the taxation of joint accounts. 

By the provisions of section 144 of 
the Banking Law, when— 

“a deposit shall be made by any person 
in the names of such depositor and an- 
other person and in form to be paid to 
either or the survivor of them, such de- 
posit thereupon and any addition there- 
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to made by either of such persons upon 
the making thereof shall become tne 
property of such persons as joint ten- 
ants and the same together with all in- 
terest thereon shall be held for the ex- 
clusive use of the persons so named and 
may be paid to either during the life- 
time of both, or to the survivor after 
the death of one of them, and such pay- 
ment and the receipt or acquittance of 
the one to whom such payment is made 
shall be a valid and sufficient release 
and discharge to said bank,” etc. 

This would seem to dispose of the 
question here presented, for, whatever 
may have been the intention of the de- 
cedent, he is presumed to have known 
the law, and when he deposited the mon- 
eys in the accounts now under consider- 
ation he vested the ownership of such 
funds in joint tenancy in himself and 
his wife, it became the property of such 
persons in joint tenancy, and it is of the 
essence of a joint tenancy that there 
shall be unity of interest, unity of title, 
unity of time, and unity of possession; 
that is to say, joint tenants have one and 
the same interest, accruing by one and 
the same conveyance, commencing at 
one and the same time, and held by one 
and the same undivided possession. 
Neither can be exclusively seized of any 
particular part of the property, and is 
cotenant of the other; but each has an 
undivided moiety of the whole, and not 
the whole of an undivided moiety. 17 
Am. & Eng. Ency. of Law, 649. The 
great incident of joint tenancy is the 
right of survivorship, and by reason of 
this right the interest of a joint tenant 
is not descendible and cannot be de- 
vised by will. 17 Am. & Eng. Ency. of 
Law, 650. No right passes by the death 
of one of the parties. for where the de- 
posit is in the joint names of the par- 
ties, and the tenant appears—as it now 
must under the statute—to create the 
joint tenancy, its effect is to vest title in 
the entire fund in the survivor. Farrelly 
vs. Emigrant Industrial Savings Bank, 
92 App. Div. 529, 531, 87 N. Y. Supp. 
54, affirmed 179 N. Y. 594, 72 N. E. 
1141. 

The right of survivorship vests in the 
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creation of the joint tenancy, and tli 
only question determined by death is 
which shall take the entire estate. Un- 
der such circumstances it is clear that 
there is no succession to be taxed, for it 
was not made “in contemplation of 
death of the grantor, vendor or donor, 
or intended to take effect in possession 
or enjoyment at or after such death.” 
The possession is given upon the crea- 
tion of the estate, the rights are abso- 
lutely and conclusively fixed, and the 
only question which is contingent is 
which of two or more joint tenants shall 
eventually own the entire estate. But 
each is in full possession, each has full 
ownership as against all the world, with 
the exception of the equal right of the 
others, and the transfer, which becomes 
fully determined at the death of one of 
two joint owners, relates back to the 
creation of the estate. It was then that 
the rights vested, and the death only de- 
termines which shall be the gainer by 
the transaction. While there might be 
a joint tenancy created which would be 
so obviously fraudulent in its inception 
as to take it out of the general rule, we 
are persuaded that where an account is 
created in the manner permitted by the 
Banking Law, with all of its incidents 
known and recognized in the law, it can- 
not be presumed that there was any 
other intention than that which the law 
ascribes to such an act, and that prop- 
erty thus disposed of is not “‘made in 
contemplation of death,” as that lan- 
guage is understood in the jurispru- 
dence of this state, nor “intended to 
take effect in possession or enjoyment 
at or after such death.” Section 220, 
Tax Law. 

If the Legislature deems such dispo- 
sitions of property to be properly taxa- 
ble. that is a question which may be 
dealt with in the proper, department; 
but this court has no power to enlarge 
upon the scheme of tax laws. See Mat- 
ter of Starbuck, 137 App. Div. 866, 122 
N. Y. Supp. 584; Matter of Green, 144 
App. Div. 232-234, 129 N. Y. Supp. 54, 
and authorities cited. The order ap- 
pealed from should be affirmed, with 


costs. 





THE BANKERS MAGAZINE 


Order affirmed, with $10 costs and 
disbursements. All concur, except 
Smith, P. J., who dissents. 

(151 N. Y. Supp. 79.) 


a 


Embezzlement by Cashier 


New York. 


Irregular Bond Transactions Ratified 
by Board of Directors. 


New York Supreme Court, Appellate 
Division, First Department, Feb. 
5, 1915. 


First Nat. Bank oF HIGHBRIDGE, 
N. J., vs. Cuas. I. Hupson, et. AL. 


A cashier of a bank made a practice, with 
the knowledge and approval of the board of 
directors, of paying for investments pur- 
chased for the bank with checks on his per- 
sonal deposit and crediting his deposit with 
the purchase price. He followed this prac- 
tice in purchasing bonds for the bank 
through stockbrokers, the purchase of which 
was authorized and ratified by the board. 
The bonds were left in the possession of the 
brokers and were subsequently sold by them 
and credited to the cashier’s personal ac- 
count with them. Held that, while the cash- 
ier may have been guilty of larceny in using 
the bonds, the funds used in paying the 
checks given for the purchase price, trans- 
ferred to his deposit in the manner men- 
tioned, were not stolen and could not be re- 
covered by the bank. (151 N. Y. Supp.) 


& 


CTION by the First Nationat 
Bank of High Bridge, New Jersey, 
against Charles I. Hudson and others. 
From a judgment for plaintiff entered 
upon a verdict and from an order deny- 
ing a new trial, defendants appeal. Re- 
versed, and complaint dismissed. 


@ 
STATEMENT OF FACT. 


HE plaintiff, during the times here- 
inafter mentioned, was a national 
bank, located at Highbridge, N. J., and 
one Beavers was its cashier. The defend- 
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ants were stockbrokers doing business 
in the city of New York. On the 22nd 
of January, 1913, Beavers confessed to 
the directors of the bank that he had 
embezzled a large amount of its funds, 
and certain stock which he had deliv- 
ered to the defendants in connection 
with stock speculations carried on by 
him through them. This action was 
thereafter brought to recover the pro- 
ceeds of the stock—the same having 
been sold—and the funds alleged to 
have been embezzled, on the ground that 
defendants, when the same were re- 
ceived, had actual notice that they be- 
longed to the plaintiff. 

The bank was organized in 1900, and 
Beavers acted as its cashier from then 
until he made his confession, during 
all of which time he had a deposit ac- 
count in the bank. He also had an ac- 
count during the same time, and for two 
vears prior thereto, with the defendants. 
The proceeds of the stock and the funds 
alleged to have been embezzled, which 
it was sought to recover in this action, 
were delivered or paid to the defend- 
ants between October 11, 1912, and 
January 6, 1913. Intermediate the 
dates just named, Beavers delivered to 
the defendants 18 checks, payable to 
their order, aggregating $84,364.90, 
drawn against his deposit account with 
the plaintiff. These checks went through 
the usual channels of collection and were 
paid in due course; the balance in 
Beavers’ account with the plaintiff be- 
ing sufficient at all times to meet them 
without overdraft. The stocks referred 
to were 100 shares of Pressed Steel 
Car and 10 shares of New York Cen- 
tral. The plaintiff's claim, when the 
case was submitted to the jury, was 
that it was entitled to recover from the 
defendants the aggregate amount of the 
eighteen checks, $84,364.90; interest 
thereon, $7,918.24; proceeds derived 
from sale of the stocks, $3,629.05 ; total, 
$95,912.19; less a balance to the credit 
of Beavers’ account with the defend- 
ants, paid with his consent to the plain- 
tiff, $2,383.35; leaving a balance of 
$93,528.84. The jury rendered a ver- 
dict for the full amount claimed and 
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from the judgment entered thereon, and 
an order denying a motion for a new 
trial, defendants appeal. 

The action was tried and the appeal 
argued upon the theory that the credits 
in Beavers’ account with the plaintiff 
were obtained by trick and device 
amounting in law to larceny; that the 
moneys paid to the defendants on the 
checks referred to were moneys of the 
bank; that the certificates of stock 
which Beavers delivered to the defend- 
ants were held by the bank as collateral 
security for the payment of loans; and 
that the defendants had actual notice of 
these facts when the same were received 
by them. 


& 


OPINION OF THE COURT. 


cLAUGHLIN, J.: After a careful 

consideration of this record, I am 
unable to find evidence sufficient to sus- 
tain the findings: (a) That the proceeds 
with which the checks were paid were 
stolen by Beavers from the bank; (b) 
that the stock delivered to defendants 
had been put up with the bank as col- 
lateral security for the payment of 
loans; or (c) that the defendants had 
actual notice that the stock or funds 
belonged to the plaintiff, or that it had 
any interest in them. If this be a cor- 
rect view of the evidence then defend- 
ants’ motion to dismiss the complaint 
at the close of plaintiff's case, and re- 
newed at the close of the whole case, 
should have been granted. 

First, as to the larceny: Beavers, as 
already indicated, from the organization 
of the plaintiff had a deposit account 
with it. This account was quite large 
and active, and especially so for several 
years immediately preceding the acts of 
which complaint is here made. During 
this time large deposits were made, 
against which many checks were drawn 
and paid. He would purchase invest- 
ments for the bank, pay for them with 
his own check, and credit his account 
with the purchase price. This fact was 
known to and approved by the board 


of directors. The credits in the account 
which the respondent claims amounted 
to larceny were: (1) Several items ag- 
gregating $57,240.04, the purchase price 
of sixty $1,000 bonds bought for the 
plaintiff by Beavers through defend- 
ants. Beavers was authorized by the 
board of directors to purchase these 
bonds and the purchase, in each in- 
stance, was duly ratified by it. The 
method pursued was this: After the 
board had authorized Beavers to make 
the purchase, he would give an order 
to the defendants, and, on being noti- 
fied that the purchase had been made, 
would credit his deposit account with 
the purchase price and send defendants 
a check for that amount. At the same 
time a proper entry was made in one of 
the books of the bank, showing that the 
bonds had been purchased and paid for. 
The bonds, however, were left with and 
subsequently sold by defendants and 
credited to Beavers’ account. It may 
well be that Beavers was guilty of lar- 
ceny in using the plaintiff's bonds, but 
that is not the claim here made. The 
claim is that the funds used in paying 
the checks given for the purchase price 
were stolen; in other words, that he had 
no right to credit his account with that 
amount so as to make the checks good 
when they were presented for payment. 
I am unable to see any legal basis upon 
which such claim can properly be predi- 
cated. The bank having authorized 
Beavers to purchase the bonds, he, hav- 
ing made the purchase and paid for 
them with his personal checks, had a 
perfect right to credit his account with 
what he had paid; especially so, after 
the purchase had been ratified and ap- 
proved. There was nothing unusual 
about it so far as the plaintiff was con- 
cerned. The same method had many 
times before been resorted to in making 
investments. The mistake which the 
board of directors made was that they 
did not require Beavers to produce the 
bonds when the purchase was ratified. 
The bank was not injured by the credit 
in Beavers’ account or the payment of 
the checks, but solely by his subsequent 
conversion of the bonds. 
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(2) The account was also credited 
with items aggregating $23,000. Beav- 
ers testified that in taking these credits 
in his deposit account a corresponding 
charge was made against the cash of the 
bank in the cashbook and the amount 
was also evidenced by a check or an 
I. O. U., which he placed in the cash 
drawer and instructed the teller to treat 
as cash. The entries were made in the 
regular course of business of the bank, 
and the true facts would have been dis- 
closed at all times by an inspection of 
its books. These items, it seems to me, 
therefore, must, so far as the defendants 
are concerned, be treated as loans made 
by plaintiff to Beavers. 

(3) It is also claimed the account 
was improperly credited with the pro- 
ceeds of certain notes of Beavers’ dis- 
counted by the bank. The first note 
was for $7,000 and was discounted on 
January 4, 1913. At that time but one 
of the 18 checks which Beavers deliv- 
ered to the defendants remained unpaid. 
This was a check for $2,000 which was 
paid by the bank on January 9, 1913. 
The discount of this note was approved 
by the bank, though Beavers concealed 
from the directors that it was his note 
which had been discounted. Proper en- 
tries, however, were made in the bank’s 
books showing the true situation. 

(4) The stocks to which reference has 
been made were originally purchased 
by Beavers through the defendants and 
later returned to them as security for 
his personal account. ‘They sold the 
stocks on March 18, 1913; the Pressed 
Steel Car bringing $2,573, and the New 
York Central, $1,056.05. As to the lat- 
ter, it is sufficient to say that the plain- 
tiff failed to prove that this stock was 
ever held by the bank, either as col- 
lateral security or otherwise. As to the 
former, Beavers testified it was pur- 
chased and held by the bank as collater- 
al for the payment of the note of one 
Rufe, and was kept in the pouch where 
the other collaterals of the bank were 
deposited. The proof shows, however, 
that this stock was purchased by Beav- 
ers in his own name. It was delivered 
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to him by defendants and subsequently 
returned to them. 

An examination of Beavers’ account 
with the bank shows that immediately 
prior to his taking the first credit com- 
plained of he had a balance standing to 
his credit of $2,348.21. Subsequently, 
and during the period of his alleged em- 
bezzlements, there were credited to his 
account, items aggregating $27,920.16, 
the legitimacy of which does not appear 
to be questioned. There were also, dur- 
ing the same period, checks aggregat- 
ing upwards of $38,000, drawn by 
Beavers and paid by the plaintiff to per- 
sons other than the defendants, and the 
legitimacy of such payments does not 
seem to be questioned. There is noth- 
ing in the record to indicate that at 
least some of the checks given to the 
defendants were not paid by the un- 
questioned credits or that the checks 
given to others, to which no complaint 
is made, were not paid by the alleged 
improper credits. 

Second, as to actual notice: Assum- 
ing that the checks delivered to the de- 
fendants were paid with moneys embez- 
zled by Beavers, the plaintiff could not 
recover without proving the defendants 
had actual notice of that fact. That 
actual, as distinguished from construc- 
tive notice, was essential to defendants’ 
liability, was frankly conceded by the 
learned counsel for the respondent. In- 
deed, it could not well be disputed, for, 
if the facts were only such as would put 
the defendants on inquiry as to the 
validity of the checks, their presenta- 
tion constituted a sufficient inquiry, and 
their payment by the bank a conclusive 
answer as to their validity. Havana 
Central R. R. Co. vs. Knickerbocker 
Trust Co., 198 N. Y. 422, 92 N. E. 12; 
Niagara Woolen Co. vs. Pacific Bank, 
141 App. Div. 265, 126 N. Y. Supp. 
890. 

The facts relied upon, as establish- 
ing actual notice, were that Beavers, 
some 14 years before his defalcations 
in the bank were discovered and 2 years 
before the plaintiff was organized, 
opened an account with the defendants; 
that he was then a train dispatcher; 
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that when plaintiff was organized, in a 
small town, with a small capital, he 
became its cashier, a position which he 
coutinuously held until he made his con- 
fession; that his account with the de- 
fendants, when first opened, was 
comparatively small; that he was 
then accustomed to make payments 
to defendants with bank drafts, but 
in March, 1904, at their request, he 
ceased doing so and remitted with his 
personal checks; that in March, 1905, 
he opened a special account with them 
on behalf and in the name of the bank, 
which was closed a year and a half 
later; that in the meantime he contin- 
ued his personal account, and by 1908 
it showed transactions involving large 
amounts, which were subsequently in- 
creased; that on several occasions in 
1911 and 1912 he took out blocks of 
stock amounting to $10,000 and after 
keeping them for a short time returned 
them to the defendants; that when 
plaintiff was about to be examined by 
a national bank examiner in October, 
1912, Beavers directed defendants to 
deliver certain bonds to the Coal & Iron 
Bank in the city of New York not later 
than 10 o’clock the following morning. 
But there is nothing to show that de- 
fendants had any knowledge that an 
examination of the plaintiff was in prog- 
ress at the time the request was made, 
and that it made very little impression 
upon them is evidenced by the fact that 
the bonds were not delivered until after 
2 o'clock instead of before 10. Stress is 
also laid upon the fact that Beavers had 
requested defendants, when communi- 
cating with him, to telegraph and use 
a code. The code was one of the regu- 
lar ones furnished by defendants to their 
customers, and its use, obviously, was to 
secure privacy of communication. It is 
also urged that the amount of Beavers’ 
transactions between October 10, 1912, 
and January 3, 1913, and for which the 
18 checks in question were given, was 
sufficient to constitute actual notice. But 
the total of these transactions amounted 
to less than Beavers’ total purchase dur- 
ing the corresponding months in all ex- 
cept one of the four years immediately 
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preceding. Beavers had been a cus- 
tomer of the defendants for many years. 
His purchases and sales through them 
had been large. During 1911 and the 
first seven months of 1912, defendants 
had paid and delivered to him cash and 
securities aggregating upwards of $80, 
000. They knew he stood high in the 
community in which he lived and was 
connected as treasurer, director, or trus- 
tee, with several important institutions, 
and regarded as a person of consider- 
able means. 

These facts viewed in the most favor- 
able light to the plaintiff, are utterly 
insufficient to establish actual notice. 
They were so remote, disconnected, and 
trivial that they would not, to the ordi- 
nary business man, have created even a 
suspicion, to say nothing of actual no- 
tice, that there was anything irregular 
in the transactions. 

The conclusion reached renders it un- 
necessary to pass upon the other ques- 
tions raised by the appellants. 

The judgment appealed from, there- 
fore, is reversed, with costs, and the 
complaint dismissed, with costs. All 
concur. 


(151 N. Y. Supp.) 


ry 


New York State Bankers’ 
Convention 


HE annual convention of the New 

York State Bankers’ Association 

will be held at the Grand Union Hotel, 
Saratoga Springs, June 24 and 25. 


& 
A Handsome Calendar 


ASHINGTON’S birthplace at 

Wakefield, Westmoreland Coun- 
ty, Va., is used to embellish an excep- 
tionally attractive calendar sent out by 
the American National Bank, Rich- 
mond, Va. 

The illustration of this famous place 
is beautifully done in colors, and the 
card is large enough to make a very 
ornamental and useful adjunct to the 
bank or office. 





Postal Savings and Other Banks 


N the following the First National Bank of Los Gatos, Cal., draws the deadly 
parallel to show the advantage of an ordinary bank over the Government- 


conducted institution: 
POSTAL SAVINGS. 


1. Depositors must be over 


ten vears of age. 


2. Married women may de- 
posit without interference from 


husbands. 


> 


3. Deposits are evidenced by 
certificates in amounts of one, 
two, five, ten, twenty, fifty and 
one hundred dollars only. To 
deposit sixty-eight dollars 
would require five certificates. 

t. Certificates are non-nego- 


tiable and non-transferable. 


5. Not more than one hun- 
dred dollars may be deposited 
in any one month nor more than 
five hundred dollars to the cred- 
it of a single depositor. 

6. 2% annual interest—not 
compounded, is paid if left for 
a full year. Interest begins on 
the first day of the following 
calendar month, but is not paid 
on fractions of a year. Inter- 
est is not credited to the de- 
positor’s account, but must be 
drawn out. 


7. Postal Savings deposits 
may be exchanged for Postal 
Savings Bonds in sums from 
twenty dollars up to five hun- 
dred dollars. The Bonds bear 


2'5 per cent. per annum semi- 


annual interest. 


FIRST NATIONAL BANK. 


1. We receive accounts from any child old 
cnough to sign a signature card, or an account 
may be opened for a child by a parent, guardian, 
or other person “as Trustee for” such minor. 

2. The same privilege is permitted by us, and 
in addition “Joint Accounts” may be opened 
in the name of husband or wife, payable to the 
individual order of either, and in case of death 
the money to go to the survivor. 


3. We issue to the depositor a book in which 
and 
the 


deposits and withdrawals are entered, 


which shows at all times the balance to 


credit of the depositor. 


4. The simple writing of a check accompanied 
by the pass book transfers and negotiates the 
balance or any part of a depositor’s account. 

5. We have no limit—we take school savings 
accounts as small as one cent, and you can not 
make them too large for us. 


6. We pay 4%—twice that paid by the other, 
and it is compounded twice a year, by being 
credited to the depositor’s account whether he 
comes for it or not. Sums deposited during 
the first five days of the month (except January 
and July when rules permit ten days) begin to 
earn interest from the first of the calendar 
month, if made after the fifth the deposit begins 
to earn interest from the first of the following 
calendar month. 

7. We are prepared at all times to sell to 
customers, or buy from them, good municipal 
bonds—that is, bonds of counties, towns or 
school districts bearing interest in most cases at 
five per cent. or better. We have at the present 
time bonds of the above classes in denominations 
of one hundred, two hundred, three hundred, five 
hundred and one thousand dollars each. These 
we have bought for our own investment and 
we will never sell a customer a bond we do not 
consider good enough for the investment of our 
own funds. 


For income, for convenience, for all practical purposes, it is to your material 
advantage to deposit your savings in the First National Bank. 
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DEPARTMENT HEADS: 
THE MEISEL: FERGUSON COMPANY 


AdvertisingQ@unselors 
PORT HURON:MICH 
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NE of the very high financial authorities of the world estimates that within the 
present year the United States will have as much as one billion dollars available 
for investment in foreign securities. This exceptionally strong condition in our inter- 
national financial position has resulted from the immense favorable balance on current 
account growing out of our foreign trade. If we can maintain this position, we shall 
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tend to become lenders of capital abroad instead of borrowers as heretofore. We can 
do this in no other way except by developing the spirit of saving among our people. ‘The 
wealth—the mere money—we have in abundance. Can the men, the women and _ the 
children be taught the saving habit, so that we shall no longer have to go abroad to 
borrow money for our own railways and industries, but will be lending to other countries? 
Because these foreign loans are made, in most cases, not in the form of money, but 
as goods exported to the borrowing countries, we shall greatly increase the prosperily 
of our wage-earners by lending abroad, for our exports will be greatly increased. The 
interest on these loans will also come to us largely in the shape of goods which we require 
from other countries. 

To the nation and to the individual all seasons are favorable to the saving of money, 
but perhaps there never was a time in the history of the United States when the utmost 
possible stimulation of the saving habit meant so much to individual and national pros- 
perity as it does now. 

By saving character is developed and the independence of the individual assured. 

More than that, it is of great importance that everybody should be fully informed of 
the service the banks are rendering to the community, so that the widest possible use 
of banking facilities be made, and the prosperity of the country be increased. 

The building up of a bank’s business means the building up of every other kind of 
legitimate business as well, for the deposits and loans of the bank reflect thrift, pros- 
perity and commercial and industrial activity as surely as the weather-vane points the 
direction of the wind. 

Hearing that the Meisel-Ferguson Company of Port Huron, Michigan, were success- 
fully engaged in this work, I went to that city, on invitation, and had a conversation 
with Mr. Meisel, with the result set down below.—Editor Bankers Magazine. 





. the preliminaries of intro- cling to the old traditions—how a bank 
duction were over, I asked Mr. goes on doing a thing by sheer inertia 
Meisel to tell me just what his organi- 
zation was doing. 
“The business of building a bank’s 
business,” he said, “aptly explains the 
purposes and policies of the Meisel-Fer- 
guson Company. As publicity experts 
we are endeavoring to show— indeed, I 
believe we are showing—how the ele- 
ment of advertising can be applied prof- 
itably to a bank’s business.” 
“Just how do you go about it?” was 
the question asked Mr. Meisel. 
“From Portland to Portland,’ said 
he, “people are pretty much alike when 
it comes to the matter of money. The 
underlying principles of banking are 
the same the country over, and it is 
merely a question of applying the laws 
of selling—laws that are as old as the 
trading instincts in man—to produce 
results in bank advertising.” 
“Does much of the old inertia on the 
subject of bank advertising still exist?” 
I asked. 
“Decidedly,” replied Mr. Meisel. 
‘One of the greatest difficulties with 
which we have to contend is ‘ethics.’ It 
is surprising to know how many promi- Mr. Knecutrer 
nent and really successful bankers still HEAD OF ART DEPARTMENT 
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HE YONKERS 
NATIONAL 
stands—as it has 
always stood, for the 
highest ideals in mod- 
ern banking. 

If you are seeking 
a service fitting the 
needs of present day 
requirements in bank- 
ing—you will find us 
fully qualified to justify 
your patronage and 
confidence. 
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We direct the financial affairs of a vast 

number of frugal people and as custod- 

ians for their funds we apply rigid 
principles in safeguarding their interests. 
We aim to do everything possible to make 
your connection with The Home Savings 
one of pleasure, business and profit. 


HOME SAVINGS BANK 


Seventh Street and 
Massachusetts 


























ATTRACTIVE ADVERTISEMENT BY THE 


BANK, WASHINGTON, D. 


THROUGH 


for no reason except that they always 
have done it, long after the reason for 
doing it has disappeared. 

“When this barrier is broken down 
and the banker is convinced that bank 
‘dignity’ will permit of any legitimate 
advertising—then the banker is in a 
mood to ‘talk it over.’ ” 

[ wanted very much right here to in- 
ject an inquiry as to how the notion ever 
got started that banking was any more 
lignified and solemn than any other 
kind of legitimate business, but re- 
frained, and instead asked Mr. Meisel 

he would give me a brief statement 
of what he considered some of the es- 

itials of bank advertising. After a 

ment’s thought, he replied: 


C.—A SUCCESSFUL 
EFFECTIVE 


M-F COMPANY FOR THE 


BANK GROWING 


HOME SAVINGS 
RAPIDLY 
ADVERTISING 


“Volumes have been written on ad- 
vertising, but in our experience there 
are three essentials necessary in bank 
advertising—to analyze, to plan and 
then to act. 

“Every bank has its own special prob- 
lems. A close study of local condi- 
tions—getting right into the ‘atmos- 
phere’ of the bank—is one of the first 
requirements. Then finding the real 
point of contact and building upon this 
as a foundation, is the first step in the 
superstructure of a successful bank ad- 
vertising campaign. 

“Tt’s the cumulative element that pro- 
duces results in bank advertising. The 
experience of successful advertisers has 
proven that the campaign idea is the 
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When you open an account with The 
Baltimore Trust Company, it signifies 
good judgment and shows a consideration 
for events beyond prophecy. 


Put your money in The Baltimore Trust 
Company and watch it grow. 
account here brings pleasure. 


The consistency of your saving measures the degree of 
your financial independence. Resolve to deposit money in 
this Bank regularly and really enjoy the fruits of your labor. 
We shall be more than pleased to tell you how to start. 


The BALTIMORE [RUSTE 
Capital, FL000000 * Surplus, $2000 000 
25 East BALTIMORE STREET 
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ONE OF THE M-F COMPANY 


ADVERTISEMENTS APPEARING 


IN THE BALTIMORE 


PAPERS FOR THE BALTIMORE TRUST COMPANY 


only safe and productive one. Not one 
form letter, nor one circular, nor a few 
advertisements, constitute an advertis- 
ing campaign. 

“Newspapers alone will not build a 
banking business, neither will any sin- 
gle form of publicity bring the highest 
efficiency. You must find the real point 
of contact to produce action, and only 
action wins. Advertising in itself is 
only a means toward this end. 

“The courtesies, accommodations and 
manner in which the bank takes care of 


each depositor’s business, the little ‘out- 
of-the-ordinary’ things the banker is 
able to do for his customers, are bigger 
and better business-builders than many 
dollars spent in hit-and-miss forms of 
advertising. 

“The more personality that can be in- 
fused into efforts for increased busi- 
ness, the surer and steadier will be the 
growth of the bank. 

“Plans, methods or theories of ours 
to build a banking business are of no 
practical value unless the customers are 
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Who Will “Others” Be? 





property, sooner or later, 
will pass into the hands of 
‘‘others.”’ 

Who will those ‘‘others’’ be? 

If you do not appoint your 
Executor by WILL—the COURTS 
must,—there’s no getting ‘round 
that. 

Now, while you are in a po- 
sition to judge, why not investi- 
gate The Scranton Trust method 
for handling Estates. It will come 
up to your standard—and beyond. 








Come in and see us 
about these matters 


THE SCRANTON TRVST CO. 


516 SPRUCE? STREET 
SCRANTON:PENNA. 

























































































THE SCRANTON TRUST COMPANY BELIEVES THERE IS URGENT NEED FOR PUBLIC 
EDUCATION ALONG TRUST BUSINESS LINES. ANOTHER EXAMPLE OF 
M-F COMPANY SERVICE 


satisfied. A satisfied depositor is one get business, but to build business with 
who comes back, who voices satisfac- this purpose as a goal. 
tion to friends, and brings or sends 
them to the bank. A steady and con- 


The co-opera- 
tion of every individual in the bank is a 
: : necessary link in successful advertising. 
stent increase in the amount of de- “Pri “dli a a h i 
sits and the number of satisfied cus- en a oo a or 
mers is the best and most practical tance between individuals that we fea- 
lence of constructive publicity. ture this very strongly in all of our 
“What every banker should have is constructive building. Not a few banks 
clear perspective of the fact that the which are spending considerable money 
tion of advertising is not merely to to obtain new depositors are decidedly 
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ONE OF THE GREATEST 


CHRISTMAS SAVINGS 


careless in their efforts to retain the old 
ones. 

“More and more is given recognition 
to building a bank’s business from with- 
in, and the stimulation of the accounts 
already on the books of the bank re- 
ceives a very thorough handling at our 
hands. When a new account is opened, 
each depositor should receive a ‘thank- 
you’ letter; when a balance has been 
withdrawn, an endeavor to ascertain the 
reason why; inactive accounts should 
be ‘brushed up’ from time to time, and 
depositors whose business is profitable 


EDUCATORS 


SAVING LINES — THE 


BOOK 


ALONG 


CLUB PASS 


to the bank should be written a letter 
in appreciation of their business. 

“Bankers are too often apt to over- 
look the importance of these details. 
Not until results begin to show do they 
realize that such little courtesies, es- 
pecially from a bank, tend to establish 
a friendly relationship, convey the idea 
of the bank’s helpful interests and re- 
sult in a permanent connection with the 
depositor. 

“Among the many proven successes 
in the way of savings account builders, 
is the Christmas Savings Club. We 
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NOTE 
This Account Not Subject to Check. 
Please make out your own deposit slip. 
Always bring this book with you. 
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control the selling rights of the Good- 
man System for the United States and 
Canada, and we have no hesitancy in 
making the statement that our expe- 
rience has proven that the Christmas 
Savings Plan is the ‘psychological sav- 
ings-account-getter’ today. 

“A large percentage of the club mem- 
bers are people who have never banked 
before. The plan requires members to 
Save systematically and with a purpose. 
Depositing these payments regularly 
each week in the bank enables the 
banker to become acquainted and 


through the many courtesies and friend- 
ly meetings, it can be made the means 
of making each member a new and loyal 
depositor of the bank, 

“The use of the regular savings book 
and deposit slip, which by the way are 
exclusive and patented features of our 
system, has a strong educational value, 
for it teaches the members the proper 
methods of banking at the start. Unlike 
most every other savings plan, the mem- 
bers do not lose interest but keep up 
their payments throughout the term of 
the club. 
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“But it is like any other kind of ad- 
vertising—effectual if effectively done. 

“Every possibility for increased busi- 
ness is developed. ‘Friendship in Fi- 
nance, and ‘Banking and Brotherhood’ 
are the titles of two booklets on the 
newer spirit in banking. These were 
written for us by Elbert Hubbard and 
are used as_ business-builders. In 
places where the wage-earning class is 
susceptible to development of business 
for the savings departments, we have a 
series of four illustrated booklets, 
“Time and Money.” Letters are fur- 
nished to accompany each booklet car- 
rying the appeal which the bank de- 
sires to make to each individual cus- 
tomer or prospect. 

“If the bankers would stop to con- 
sider the large sums of money that go 
out to their communities each year for 
unproductive and worthless securities, 
tthe vast amounts which the foreign ele- 
ment sends abroad, which might be re- 
‘tained by the local banks, through a 
campaign of judicious, educational ad- 
vertising, they would consign the 
closeted skeleton ‘ethics’ to oblivion and 
make strong bids for new business the 
same as a manufacturer or a merchant— 
and why not?” 


I really felt like applauding this 
statement, for it bore out one of my fa- 
vorite contentions, namely, that if the 
banks would only educate our people to 
become investors, and to buy their se- 
curities from the banks, our investing 
power would amaze the world. 

“The Meisel-Ferguson Company,” 
Mr. Meisel continued, “did not grow 
out of ideals or theories on the part of 
its members; on the contrary, this in- 
dividual advertising and counsel serv- 
ice grew out of a crying need and a 
real demand for a service that could 
reach right down into the vital needs of 
a bank and find the real ‘point of con- 
tact’ upon which to build new business.” 

“Are the banks showing an interest 
in your work,” I inquired. 

“Yes, they are. In fact, among real- 
ly progressive banks—which includes 
the great majority—the desire is gen- 
eral and eager for a really effective 
campaign of bank advertising. This 
growing interest in building up the 
bank’s business will, I think, in a very 
short time exercise a really remarkable 
influence on the growth of our banks 
and the prosperity of our people.” 
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Check Clearances for New York State 
Banks 





Plan Offered by Guaranty Trust Company 





P ROPOSALS have been made by the 

Guaranty Trust Company of New 
York to provide for the payment at par 
in New York of checks drawn on New 
York State banks and trust companies, 
thus offering these institutions the same 


facilities in this respect as are offered 
National bank members of the Federal 
Reserve System. The proposals are 
stated in the following letter sent out 
by the Guaranty Trust Company: 
“We are advised that under the pro- 
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visions of the Federal Reserve act a 
plan is under consideration whereby 
each Federal Reserve bank will collect 
and credit on receipt, at par, all checks 
received from member banks in its dis- 
trict drawn on member banks that agree 
in turn to remit for, at par, on date of 
receipt, all checks drawn upon them- 
selves received from the Federal Re- 
serve bank. This plan is to be optional 
with the member banks. 

“As a direct result of this plan, un- 
less some counter-plan is devised for 
making their checks worth par every- 
where, every check on a non-member 
bank sooner or later inevitably will be 
the payee. 
in turn be 


discriminated against by 


This discrimination will 
transferred to the maker of the check 
and will thus directly affect his rela- 
tions with his bank. 

“The Guaranty Trust Company of 
New York is in thorough sympathy with 
the broad movement which has for its 
object the perfecting of the banking and 
financial system of our country, and 
believes that the Federal Reserve act is 
a valuable and decided step in this di- 
rection. In its present form, however, 
it is apparent that the act does not ap- 
peal to State banks or trust companies. 
It is to be hoped that by intelligent, 
constructive and united thought on the 
part of those who are deeply interested 
in the business and financial welfare of 
our nation, the act may be so amended 
as to make possible a comprehensive 
system which shall include all of the 
banking institutions in the country. 
Until such a time, and in view of the 
check collection arrangement referred 
to above, non-member banks must adopt 
some method whereby their checks may 
be accepted at par anywhere. 

“It will be recalled that on April 3, 
1899, the New York Clearing-House 
Association put in force a rule requiring 
all! members of the Clearing-House to 
make a definite charge for the collection 
of checks drawn on banks or trust com- 


panies outside of the city of New York; 
and that on December 4, 1912, this rule 
was modified so as to make the charge 
discretionary with the collecting bank 
for items received payable only at banks 
and trust companies in the States of 
Massachusetts, Rhode Island, Connecti- 
cut, New Jersey and New York (other 
than those located in Albany and Troy), 
which will respectively engage them- 
selves in writing to the manager of the 
New York Clearing-House over the sig- 
nature of the president, cashier or treas- 
urer, to remit to the members of the 
New York Clearing-House Association, 
or non-members clearing through such 
members, at par in New York funds, on 
the day of receipt. This rule is still in 
force. 

“In view of the proposed plan of the 
Federal Reserve Board, referred to 
above, and in accordance with the New 
York Clearing-House rule, as quoted, 
the Guaranty Trust Company of New 
York proposes the following plan for 
maintaining the integrity of non-member 
checks in the State of New York: 

“1. The Guaranty Trust Company 
offers to non-member banks in the State 
of New York the privilege of printing 
or stamping on all of their checks the 
words, ‘Collectible at par through the 
Guaranty Trust Company of New 
York.’ By this means the instant such 
check is drawn it becomes as good as 
New York exchange. 

“2. In return for this privilege the 
non-member bank shall be expected to 
maintain with the Guaranty Trust Com- 
pany a compensating account, on the 
daily balances of which two per cent. 
interest will be allowed. 

“3. When checks are received by the 
Guaranty Trust Company, either 
through the Clearing-House or direct 
from individual or bank customers, such 
checks will be charged direct against 
the account of the bank on which the 
checks are drawn and forwarded imme- 
diately to such bank.” 
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Too Much Money; 


or, Selecting 


Investments 


Dictagraphic Report of a Recent Meeting of the Directors 
of the Brown National Bank 





By M. A. TRAYLOR, Vice-President Live Stock Exchange National 
Bank, Chicago 





Board of Directors: 


Darius Brown, President, formerly 
sole owner banking house of Brown & 
Brown. 

H. S. Williams, Cashier. 

J. J. Adams, Druggist. 

E. M. Davis, Mayor of Boonville and 
proprietor of Century Department 
Store. 

W. M. Spurling, President, People’s 
Lumber, Hardware & Implement Co. 

A. J. English, farmer and stockman. 


EETING ealled to order by 

President Brown and usual for- 

malities concluded. Cashier 
Williams submits his monthly report 
showing excellent condition and steady 
increase of business—particularly in 
savings deposits and new accounts 
opened—no doubtful or bad paper, no 
losses charged off, no unusual items of 
expense—but a noticeable large amount 
of idle money on hand. 

Mr. Wituiams: Gentlemen, I desire 
to point out to you that in spite of our 
apparently prosperous condition and 
the steady increase in the amount of 
business handled by our institution, the 
earnings do not proportionately in- 
crease; in fact, we have during the past 
month fallen short in this respect of 
the corresponding month of last year, 
and it is the solution of this problem 
that I think we would do well to dis- 
cuss at this time. Our early struggle 
to find funds to finance the agricul- 
tural development of our community and 
the young industries of our city ended 
long ago; in a word, our citizens have 


grown rich and no longer need to bor- 
row. In fact, they have themselves 
become lenders, compelling us to pay 
interest on their steadily accumulating 
balances for a large part of which, as 
our statement shows, we have found 


PRESIDENT BROWN 


no profitable employment. Observing 
these facts as I have, gentlemen, it has 
become obvious to me that this bank 
has reached the point in its existence 
where it can no longer find a legiti- 
mate outlet for its funds in local chan- 
nels. Shall we continue as in the past 
to content ourselves with the meager 
earnings accruing from the decreasing 
demands from our old and well-known 
customers, or shall we, as I strongly 
recommend, enter the larger field of 
625 
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CASHIER WILLIAMS 


outside investments, and there purchase 
such offerings as may meet our require- 
ments from time to time. We've got too 
much money, gentlemen, and to my mind 
it should be put to work. May I have 
your ideas on the subject? 

Mr. Brown: Mr. Williams, I fully 
realize and appreciate your efforts of 
past years in building up the _busi- 
ness of our institution and heartily con- 
gratulate you upon the successful man- 
agement of its affairs. I think all of 
us are fully aware of the situation as 
you have outlined it, and that it is our 
desire as well as our duty to our other 
stockholders to keep our funds profit- 
ably employed as far as possible. I am 
also aware that there are many com- 
munities where the demand for capital 
for legitimate development far exceeds 
the supply and where our surplus funds 
might be of great benefit. On the other 
hand, gentlemen, our sacred duty to 
our depositors binds us to the utmost 


caution in extending loans to individuals 
or concerns outside of our local sphere 
where it has become unnecessary for 
us to even require security from our 
old and tried customers. My motto has 
always been “Safety First,” and I 
should strongly urge that this be our 
first consideration in seeking, as now 
seems necessary, outside employment 
for our surplus funds. Personally, I 
feel that the bonds of the United States 
or of this State or county, or of even 
this city offer the most desirable method 
for the satisfactory accomplishment of 
the end we desire. Their solvency can 
not be questioned—their proceeds are 
used for public and beneficent purposes, 
and the return to us on such an invest- 
ment, while not large, is certain. 


Mr. Davis: I quite agree with Mr. 


Brown, yet I doubt the advisability of 
purchasing any large amount of bonds, 
not that they are not amply secured 
and would yield a fair return, but they 
are long-time obligations and in times 
of depression, which seem frequently 
to occur, we might find difficulty in dis- 


posing of them without a loss, although 
their sale at such a time should be most 
desirable, if not a necessity. Now, I 
have a letter from Mr. John Woods, 
president of the Woods Wholesale Dry 
Goods Co. at Bunceton, from whom, as 
you gentlemen know, I have been buy- 
ing goods for twenty years, in which 
he tells me that his business has grown 
to such proportions, and his credit 
standing has become so well and favor- 
ably known, that he no longer finds it 
necessary to borrow money from his 
local bankers, securing the loans by 
bills receivable in the old way, but that 
he now simply issues his company’s 
notes, adds his personal endorsement 
and sells the paper through his brokers. 
For my part, I do not think we could 
do better than to get in touch with Mr. 
Woods’ broker and purchase some of 
his paper. I know John so well and 
have such confidence in his integrity, 
that I would not hesitate to take his 
loan for our limit. 

Mr. Apams: Well, gentlemen, this 
discussion appeals to me as a rather 
unusual coincidence. Last week, when 
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DIRECTOR DAVIS 


I was in Winston, Mr. Howard, vice- 
president and general manager of the 
Woodson Wholesale Drug & Supply 
Co., told me that his firm has for the 
past two years been doing their financ- 
ing in exactly the same manner as de- 
scribed by Mr. Davis and that this 
method of handling their business has 
proven so much more economical from 
the standpoint of interest cost, and that 
their line of credit has become so much 
larger, that they have been able to ex- 
tend their business to almost double 
their former totals and that they expect 
a corresponding increase this year, all 
to this modern and _ up-to-date 
method of placing their paper. I do 
not question Mr. Davis’ good opinion 
ef the notes of Mr. Woods’ Company ; 
but I do think, if we are going in for 
loans of an outside character, we should 
try to obtain some of the paper of the 
\\oodson Wholesale Drug and Supply 

o. You know, as I do, that they are 

iendid people and they are evidently 

iking a great deal of money, as they 

e just now completing an enormous 


due 
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fire-proof building for their new home. 

Mr. Spurtine: Gentlemen, the en- 
tire subject is new to me. However, in 
this instance, as in the past, I want to 
be in thorough accord with the majority 
of the board, and if the paper men- 
tioned by Mr. Davis and Mr. Adams 
is found upon investigation to possess 
the elements of soundness and security 
which we have commonly required of 
our borrowers, I should favor its pur- 
chase; if not, I would recommend a 
further search, possibly an inquiry of 
our reserve city correspondents for ad- 
vice and suggestions. 

Mr. Brown: Mr. English, we 
would like to have your ideas on the 
subject. 

Mr. Eneuisu: Mr. President, I am 
just a farmer. I don’t know much 
about loaning money in the manner men- 
tioned by the other members of the 
board. As a general proposition, I 
don’t like the idea of taking any man’s 
note for very much money without get- 
ting some kind of security that I know 
something about; but maybe such busi- 
ness is all right, and I am willing to be 
governed by the action of the board. 
Now, if it was a question of a loan on a 
hundred head of good steers, I'd know 
what to say, because I'd know it was 


DIRECTOR ADAMS 
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good, but when it comes to drugs and 
dry goods, Im willing to listen and 


be shown. 

Mr. Wituiams: Mr. English’s sug- 
gestion brings us to the point which I 
have had in mind for some time and 
which was primarily my reason for 
starting this discussion at this meeting. 
I have recently noticed in the various 
banking journals a number of well-writ- 
ten articles treating on the general live- 
stock situation, particularly with refer- 
ence to the cattle industry and its fin- 
ancing. Becoming interested in this lat- 
ter phase of the proposition, I took the 
liberty a short time ago of writing to 
one of the oldest and largest live-stock 
banks in the country for some details 
with reference to the method of making 
and supervising cattle loans. I have 
their reply, and if there is no objection 
I would like to read a portion of what 
they say, as it strikes me that such 
loans offer a particularly desirable field 
for our extended operations. Their let- 
ter is both courteous and comprehensive. 
“To begin with,” they say, “the loan- 
ing of money upon the security of cat- 
tle is not a new excursion into the fields 
of diversified financing. The history 
of loans so secured dates from and 
parallels the development of all that 


great territory of the United States 
west of the Mississippi River. In very 
early days the volume of the business 
was small and was most naturally han- 
dled by the local banker with such oc- 
casional assistance as he could obtain 
from his correspondents in the larger 
cities, usually of his home State. With 
the organization of stock yards com- 
panies, the concentration of marketing 
facilities and the centralizing of the 
packing industry, there came into ex- 
istence a number of banks known as 
live-stock banks. These banks special- 
ize in cattle loans; in fact, handle very 
little of any other character of paper. 
Considering that some of these banks 
have been doing a steadily increasing 
and prosperous business for almost half 
a century (our bank is now entering the 
eighth year of its third national char- 
ter) it cannot well be maintained that 
cattle loans are a new species of in- 
vestment, nor do we think an investiga- 
tion would disclose that they have 
proven more hazardous than the loans 
made by the average commercial bank. 
The methods employed in making cattle 
loans differ little from the ordinary 
routine followed by prudent banks en- 
gaged in other lines of financing. When 
an application is received, if the appli- 
cant be a new customer, or if credit 
information at hand is not complete or 
satisfactory, a sworn statement of fin- 
ancial condition is required; assuming 
that further consideration of the ap- 
plication seems warranted, his sched- 
ule of assets and liabilities, their value 
and amounts, are carefully checked 
through the commercial agencies and 
by direct correspondence with bankers 
and others acquainted with the appli- 
cant, and familiar with the facts. When 
thoroughly satisfied as to a prospective 
borrower's honesty and integrity, his 
financial responsibility and his knowl- 
edge and experience in the cattle busi- 
ness, our salaried supervisor is sent to 
inspect the security offered, to ascertain 
if it is in kind, number and location 
as represented, if marks and_ brands 
are correctly given, if provision for 
grass, water and feed is ample, and 
the probable market value thereof. If 
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his report and recommendations are fa- 
vorable, the loan is consummated by 
the execution of a note having a ma- 
turity of not exceeding six months for 
the amount desired and by the proper 
execution and delivery of a chattel 
mortgage, by the borrower, conforming 
in every essential to the laws of the 
State wherein the security is situated. 
The mortgage carries a definite descrip- 
tion of the debt secured and informa- 
tion in detail of the security pledged, 
with the location thereof. The original 
of this mortgage is placed on record 
in the State and home county of the 
borrower and also in the county or 
counties where the security may be lo- 
cated.” 

Mr. Davis: Just a moment. Does 
the writer mean to say that his bank 
makes loans in more than one State? 
If so, how do they keep up with their 
business? 

Mr. Wituiams: That’s covered in 
the next paragraph: “Because of the 
fact that cattle are largely produced in 
the South and Southwest and are fin- 
ished for market in the Central West 
and Northwest, we find our greatest de- 
mands for loans in these sections, and 
just as the outlay for the original pro- 
duction of an article is usually larger 
than the cost of putting on the finishing 
polish, we find our principal demand in 
the Southwest. Our business in that 
section is so large as to require the en- 
tire time of an expert who resides in 
Texas and who has no other duties than 
the careful inspection and supervision 
of the security back of our loans. He 
visits each borrower at least once dur- 
ing the term of his paper and more 
frequently if conditions of the security 
or the preparations for its care and pro- 
tection seem to warrant. In other sec- 
tions of the country, where our loans 
are not so numerous, this inspection 
work is done by competent parties, 
especially employed in each com- 
munity.” 

Mr. Apams: Even with that pre- 
caution, I can’t see what assurance they 
lieve that the borrower will not sell or 
d:spose of the cattle without paying 
his note. 
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Mr. Witxiiams: On that point the 
writer says: “In addition to the em- 
ployment of our field man, we have 
memberships in the various State cattle 
raisers’ associations. These associations 
include in their make-up the majority of 
the most reputable cattlemen in their 
respective States. Members file with 
the secretary of the association to 
which they belong a list of the special 
marks and brands used by them to iden- 
tify their cattle. These brands are 
considered the private trade-mark of 
the party filing same, thus avoiding con- 
fusion of ownership. We also file with 
the association a detailed description 
by ages, brands and location of all cat- 
tle upon which we make loans. These 
associations maintain in each of the 
larger markets of the country men 
known as brand inspectors. These men 
are furnished with the information 
which we have given the association 
and are thereby énabled, and it is their 
duty, to advise us when any cattle bear- 
ing our brands are offered for sale, and 
to at once inform the commission mer- 
chants to whom the cattle are consigned 
of the existence of our mortgage. Since, 
by law, the commission man is respon- 
sible for the proper accounting to the 
mortgagee for the proceeds of mort- 
gaged property which he may sell, he 
is very prompt to see that such proceeds 
are forwarded to us. In addition to 
the market brand inspectors, the various 
associations have large numbers of field 
men or local inspectors, who furnish 
regular reports of shipments to the 
markets, local trades between cattle- 
men, range conditions, ete., through 
whom we would get advice of anything 
irregular affecting the disposition of 
our security, which contingency, how- 
ever, has never arisen. 

“Considering these safeguards and 
precautions and the further fact that 
the day of the open range is passed— 
all ranches being now under fence— 
and with it the irresponsible and law- 
less cow-man, we feel that the perma- 
nence of location of our security and 
the receipt of the proceeds thereof are 
as reasonably assured to us as would 
be possible of any other security.” 
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Mr. Spurtine: Granting all the 
gentleman says be true, is'nt it possible 
that disease might wipe out a herd of 
cattle at any time? What protection 
have they under such circumstances ? 

Mr. Wituiams: ‘That is covered by 
the paragraph I am reading, which 
says: “Of course, some question of ap- 
prehension might arise because of the 
recent outbreak of the foot and mouth 
disease or some other epidemic which 
might destroy our security. As to the 
foot and mouth disease, the death rate, 
under the most favorable conditions, is 
less than three per cent. Furthermore, 
this disease has been confined almost 
entirely to cattle in small enclosures, 
chiefly dairy herds, on which we do not 
make loans. As a matter of fact, not 
a case has been reported in any of the 
principal ranch States; while all cattle 
condemned and killed by proper authori- 
ty have been paid for at the market 
price for beef stuff by the Government. 
Owing to the strenuous measures for 
the suppressioy of this disease, it is 
now practically eradicated and we be- 
lieve that all traces of it will soon be 
wiped out. As to other diseases, we 
can be governed only by the past which 
presents an unbroken history of more 
than fifty years of no loss of any con- 
sequence from any cause.” 


Mr. Brown: Their method of mak- 
ing and supervising their loans strikes 
me as extremely careful and business 
like. Do they say anything in regard 
to the general market for cattle, and 
whether or not they offer such paper 
for sale, and if so upon what terms? 

Mr. Wituams: The letter closes as 
follows: “Summing up briefly the en- 
tire proposition, we believe that a com- 
modity so essential as a food product as 
is beef, either on the hoof or on the 
block, is the best security obtainable 
for the loan of money. Panics may come 
and go, prices on the stock exchange 
may fall with a crash, the market may 
be suspended and security values de- 
cline until margins are exhausted, and 
principal is lost, but as long as people 
can obtain food they will eat, and a 
goodly portion of their rations will be 
meat, and just as that demand comes 
fresh every day, so is there a market 
every day for cattle of every descrip- 
tion, old and young, fat or lean. As 
cattle sell, the loans they carry are au- 
tomatically liquidated, thereby render- 
ing such loans, in our opinion, the best 
investment in the world for a truly com- 
mercial bank. In common with most live- 
stock banks, we operate in connection 
with ours a cattle loan company, through 
which we offer cattle paper in the open 
market; such paper bears the endorse- 
ment of the loan company and is sub- 
ject to the usual options for checking. 
Should you be interested in the pur- 
chase of any of this paper we would be 
very pleased to hear further from you.” 

Mr. ENGLIsu: 
at first, I know something about loans 
on cattle. 
their business, which I 


Gentlemen, as I said 


Those people seem to know 
think is the 
chief consideration from our standpoint. 


We've got to have some paper. We 


should get the best. I therefore move 
that our cashier be instructed to write 
the bank from which he has this letter 
for a list of the paper they have tor 
sale, and that he purchase from them 
from time to time such paper as we may 
need. 

Motion unanimously adopted, and in- 
struction complied with. 
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New Governor of the Dallas Reserve 
Bank 





OLLOWING the resignation of 

Osear Wells as Governor of the 
Federal Reserve Bank of Dallas, to be- 
come president of the First National 
Bank of Birmingham, Ala., R. L. Van 
Zandt has been promoted from the posi- 
tion of Vice-Governor to that of Gov- 
ernor. J. W. Hoopes, heretofore cash- 


R. L. Van Zanpr 


GOVERNOR FEDERAL RESERVE BANK 
DALLAS, TEXAS 


ier of the Federal Reserve Bank, suc- 
ceeds Mr. Van Zandt as Vice-Governor. 

Mr. Van Zandt comes from a family 
of illustrious men. His father is Gen- 
eral K. M. Van Zandt of Fort Worth, 
soldier and banker, and his grandfather 
was Isaac Van Zandt, who was minis- 
ter from the Republic of Texas to the 


United States and was instrumental in 
bringing about the annexation. Van 
Zandt County was named for his grand- 
father. 

The new Governor of the Federal Re- 
serve Bank of Dallas is himself of wide 
banking experience. He was elected 
Vice-Governor of the Dallas bank at 
the organization meeting of the board 
of directors October 30, 1914. Mr. 
Van Zandt at that time was a national 
bank examiner. 

When the National Currency Asso- 
ciation was organized in Dallas Mr. 
Van Zandt came to Dallas from Fort 
Worth and rendered valuable service in 
getting the association to working 
smoothly. He is an organizer and rec- 
ognized as such among bankers of the 
Southwest. 

Mr. Van Zandt was born in Fort 
Worth December 1, 1871, and grew to 
manhood in that city. He was educat 
ed in private and public schools and 
graduated from the Texas Agricultural 
and Mechanical College in 1890. He 
took a post graduate course of one year 
in civil engineering at Rensselaer Poly- 
technic Institute at Troy, N. Y. His 
banking career began with the Fort 
Worth National Bank in 1891, with 
which institution he remained until 
1901. He was married in 1898. 

Judge J. F. Cooper of Dallas is Mr. 
Van Zandt’s father-in-law, and when he 
was appointed on the Supreme Bench of 
the Philippine Islands by President 
William McKinley, Mr. Van Zandt left 
the bank in Fort Worth to accompany 
Judge Cooper to the islands. He took 
the civil service examination and was 
appointed disbursing officer for the De- 
partment of Education. Following the 
establishment of civil government in the 
islands Mr. Van Zandt was detailed to 
work out plans to install a “eashroom,” 
or Government banking department, 
along the same lines as the one in the 
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'reasury Department in Washington. 
He remained with the banking depart- 
ment for two years and while on the 
islands closed and wound up the affairs 
of the first bank ever closed by the 
United States Government authorities 
in the Philippine Islands. With Mrs. 
Van Zandt he came back to the United 
States in the fall of 1903 and while in 
Fort Worth was appointed receiver of 
the Farmers National Bank of Hen- 
rietta, Texas. He resigned the posi- 
tion with the Philippine Treasury De- 
partment. In January, 1905, the 
American National Bank at Abilene, 
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Texas, failed and he was appointed re- 
ceiver and it was in May of the same 
year that he was appointed national 
bank examiner, without knowledge to 
himself of the appointment until after 
it had been made. In this position he 
covered practically all of the States of 
Texas, Arkansas, Louisiana, Tennessee 
and Southern Oklahoma. In 1913 he 
was unanimously elected clearing-house 
examiner for the city of New Orleans, 
but declined. He resigned his position 
as bank examiner November 1, 1914, 
to accept the Vice-Governorship of the 
Federal Reserve Bank. 


The War 


and After 





ISCUSSING the business situation, 
the monthly letter of the People’s 
National Bank of Pittsburgh says: 

“The subject that occupies the minds 
of experienced business men on the 
western slope of life is not the near fu- 
ture covering say the ensuing three or 
four months, but probable conditions ex- 
isting during the last half of the year 
and after. Because the paralyzing fear 
that existed in August and September 
over the state of international exchanges 
and the threat of overwhelming foreign 
liquidation of American securities, has 
given place to a feeling of complacency 
in our position in this respect, there is 
disposition to assume that we shall be 
equally fortunate no matter how the Eu- 
ropean war eventuates. 

“The superficial observer points to the 
fact that there has been no foreign 
liquidation to speak of, and that whereas 
between April and July both inclusive 
we had an adverse trade balance of $20,- 
000,000, from August to December both 
inclusive we had a favorable trade bal- 
nce of more than $300,000,000, and 
that the current is still running in favor 
of the United States. Giving full credit 
io the strength of this argument—and it 
is a strong argument—it is only one fac- 


tor in a problem of magnitude and in- 
tricacy that has never been paralleled. 
Recognized authorities have recently ex- 
pressed diametrically opposite views as 
to the effect of admitted causes, and 
have cited historic precedent in support 
of their respective positions; but they 
appear to ignore that steam, electricity, 
the wireless, the camera, and the press 
have combined to bring all the great na- 
tions into one commercial family and 
under one roof, so to speak. For illus- 
tration, Fifth avenue may be oblivious 
to a fire raging in the mill district, or 
to a riot in the mining district; but if 
fire and riot occur at the door of your 
home or counting house, or a great in- 
surrection involves an entire community, 
the danger and loss are imminent and 
impressive. In a sense, former national 
conflicts with which the present genera- 
tion is familiar through experience or 
reading, cannot be used in comparison 
with the world conflict of to-day, which 
affects every member of the family of 
nations. 

“In its bearing upon finance and trade 
this much is admitted: 

“The amount of usable capital which 
the whole world saves and converts into 
the form of negotiable securities (stocks 
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and bonds) approximates $4,000,000,- 
000 per annum. Part of this annual sum 
represents Government borrowings for 
non-productive purposes ; but the great- 
er amount represents additions to the 
world’s production of the necessaries, 
comforts and luxuries of life. In the 
past six months the nations at war have 
authorized more than $9,000,000,000 of 
loans and have actually issued about 
$7,000,000,000. In the past week the 
cable reported that a conference of 
financial representatives of England, 
France and Russia was being arranged 
with the object of discussing a proposed 
joint war loan of $3,000,000,000. Ex- 
cluding the latter, it may be said that 
European nations have already absorbed 
the world’s average savings for two 
years, and are applying this capital to 
the work of destroying the lives and 
commerce of each other. Will the di- 
version of this sum from the ordinary 
channels of production increase or di- 
minish the cost of capital in neutral 
countries ? 

“The external trade of Germany un- 
der normal conditions is in excess of 
$4,000,000,000 per annum, and its car- 
rying trade ranks second only to that 
of Great Britain. In the past six months 
the Empire’s ocean commerce has almost 
disappeared from the seas. A much 
smaller but nevertheless very material 
reduction in the external trade of the 
other belligerents has taken place. Now, 
shall the United States invest new cap- 
ital in providing additional facilities for 
taking up the markets temporarily 
dropped by the great commercial nations 
at war? If the answer is yes, what are 
the prospects for the safety and profit- 
ableness of that capital in the event of 
Europe’s competitive fight after the 
present war to retrieve her lost markets ? 

“The producing classes of Europe are 
being inured to hardship, to personal 
economies, as never before. The men on 
the firing line and in every department 
of war supply are being trained to dis- 
cipline, to recognition of authority, as 
never before. It may be assumed that 
even the most radical elements of social 
unrest that have been swept into the ar- 
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mies are subservient to the law of mil- 
itary necessity. When peace comes, will 
the effect upon the individual remain at 
least temporarily, and what will be the 
effect upon the cost of commodities pro- 
duced by this impoverished and disci- 
plined labor that must be disposed of in 
competitive markets? That is, if the 
foreign workingman is forced to live 
frugally, to work longer hours and for 
less wages, to consume less; and if in- 
vested: foreign capital, owing to conse- 
quential war burdens (assuming that 
there is no repudiation of national ob- 
ligations) is also forced to accept a 
lower percentage of profit, what will be 
the outcome of the bloodless struggle 
for markets? Will the more or less ex- 
travagant and high cost producing meth- 
ods of the United States win on unfa- 
miliar ground like South America and 
the Orient against the experience and 
newly-imposed necessity of Germany, 
France and England? Will tariff re- 
vision, unaccompanied by readjustment 
of costs all along the line, help us to 
keep what we may acquire during the 
war after peace is declared? 

“The duration of the war is another 
factor to be considered by American 
capital. Recently intimations have 
come from divergent sources, official and 
unofficial, which agree in foreshadowing 
a protracted struggle. If these are con- 
firmed by time, and if the United States 
should again harvest abundant crops, a 
solution of the problems referred to may 
be postponed, and this country may ex- 
perience a decided revival in business 
during the last half of the year and into 
1916. If the war should end in a draw 
this spring or summer, however, then the 
problems will press for immediate solu- 
tion. 

“It is the profound uncertainty of this 
altogether unprecedented situation that 
restrains actual business from keeping 
pace with the urgings of optimism. In 
some degree it will influence new capital 
undertakings to remain in well-tried and 
familiar fields, and it will prompt the 
custodians of banking credits to main- 
tain even a more liquid condition until 
the war clouds pass.” 





Banking Publicity 





Conducted by 
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Advertising at Home 


How to Use Opportunities Within 
the Bank’s Building 


N the portion of the March “Jour- 
nal of the American Bankers Asso- 
ciation” devoted to the Savings 
Bank Section, some good advice was 
published as to the methods bankers 
may use to help along the thrift cam- 
paign and advertise their own institu- 
tions. 
Part of it follows: 


The kind of “home” advertising that is 
best adapted to the organized thrift cam- 
paigns undertaken by this Section is the kind 
that the railroads have been indulging in 
during the last year or two. 

For instance, all railroads have been pre- 
senting their case in a clear and forceful 
manner in time tables and folders and in all 
other literature incidental to their business. 
The Pennsylvania Railroad has gone even 
further, and every station of this great sys- 
tem is furnished with placards which explain 
what the road is doing for the improvement 
of its service; what it is doing for its em- 
ployees; what its plans for the future are. 
The placards are changed from time to time, 
yet each retains the central idea, which is to 
convince the public that the needs and de- 
mands of the railroad are not unreasonable 
and are for the ultimate good not only of 
the railroad but of the people who use it. 

Why not a monthly placard in your bank 
corridor or at your tellers’ windows? Your 
customers are bound to read them, and if 
the message is forceful and well told, you 
have reached the very man you want to 
reach and in the right way. It is common 
knowledge that not more than ten per cent. 

* your savings depositors know anything 
hout banking. Why not tell them some- 
thing? Why advertise “Put your idle money 
to work; we pay 314 per cent. interest on 
Savings Deposits,’ and stop there? Tell 
your depositor how you put his money to 
work; he does not know. Tell him how 
homes are built or bought with borrowed 


money; how factories and railroads are 
financed; how the local industries that give 
him employment could not operate unless 
some one had saved money. Keep the cen- 
tral idea in his mind that the bank is more 
than a storehouse for savings. Acquaint him 
step by step with the fact that the bank is 
as necessary to him as the railroad or the 
school. Do not preach thrift as an abstract 
virtue, but as a concrete necessity. 

We do not presume to understand the 
psychology of advertising, but we do believe 
a valuable opportunity is lost in not present- 
ing to the savings bank depositor, while he 
is in your bank, the desirability of saving 
more and saving regularly. The bank al- 
ways interests him while he is inside. It is 
a constant mystery. What becomes of his 
money? How is he to know that it is safe? 
How does interest accumulate? And yet, as 
he stands in line waiting to make his all too 
infrequent deposit or seeks to withdraw the 
money which would better remain on de- 
posit, the bank lets slip this most opportune 
time to give him the very information he 
needs most. 

The best advocates of thrift are those who 
are thrifty; who keep savings bank accounts 
and thus establish and maintain their self- 
respect. Put into their pessession the sound 
arguments for thrift, and you may be sure 
they will pass the word along to others. Not 
only will you thus serve the community and 
the bank, but you will go far toward allay- 
ing that increasing distrust and fear of 
banks that the untaught usually labor under. 


& 


Banks Ought to Advertise 


Dr. Frank Crane Gives Some 
Cogent Reasons 


EV. DR. FRANK CRANE, whose 
words of wisdom are read daily by 
many thousands of newspaper readers 
in various parts of the country, got hold 
of three booklets by Fred Ellsworth of 
the Guaranty Trust Company of New 
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York the other day entitled respective- 
ly, “Why Banks Should Advertise,” 
“The Bank and the Newspaper,” and 
“Does Bank Advertising Pay?” 

The idea of a_ bank advertising 
seemed to strike the good doctor as a 
brand new one and he puts his brawny 
shoulder to the wheel in this wise: 


Banks ought to advertise. 

They need it as much as do theaters, gro- 
ceries and clothing stores. 

Whoever has something to sell ought to 
let the people know of it. A bank has service 
to sell. 

The more people are informed of it, the 
more business it does, the larger is its field 
of usefulness and the greater its profits. 

The day is past when advertising, any kind 
of advertising, was deemed undignified. It 
is no longer wise for bank directors to refuse 
all advertising for fear the public will think 
their institution is unsound and crying for 
money. 

Advertising does not mean essentially that 
you are trying to fool the people, to lure 
them into some sort of shell game. In fact 
every reputable newspaper discountenances 
that sort of thing. Newspapers do the best 
they can to protect their readers against 
fraud. 

Newspapers are becoming more and more 
straight business news. That’s what the ad- 
vertising columns of a newspaper are—news 
about business, just as in other columns you 
find news about society, politics and the like. 

The bank is a part of every man’s busi- 
It is the silent partner of every going 
concern. Its prosperity is impossible with- 
out general prosperity. Its embarrassment 
spells trouble for every merchant on the 
street. 

The newspaper is an established institu- 
tion in every community. So is the bank. 
Both are primal necessities. 

Why should they not work together? 

Men naturally turn to the paper to see 
what is doing, what are the business oppor- 
tunities, where and what to buy and sell. 

Its columns are the streets of the town. 
The bank’s shingle ought to be hung out on 
that street. 

Without extravagance, without overstate- 
ment, without tomfoolery, in a sensible, man- 
ly way, the banker ought to let his place 
of business be known. 

Further, he ought, by judicious and shrewd 
suggestion, to show the people the advantage 
of having a bank account, the other uses 
they can make of a bank, and the general 
good that co-operation with a bank may do 
them. é 

Fred W. Ellsworth of the Guaranty Trust 
Company of New York, has published three 
little pamphlets which I imagine may be 


ness. 
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had for the asking, or at least for a pittance, 
that contain some mighty rational and up- 
to-date ideas on how the bank can use the 
newspaper. They are “Why Banks Shoulda 
Advertise,” “The Bank and the Newspaper,” 
and “Does Bank Advertising Pay?” 

A bank ought to be conservative and dig- 
nified, but it ought also to be wide-awake, 
alert to seize and test a new idea, and to 
adopt it if it is found valuable. 


& 


Comment on Reproductions 


Los Angeles Trust and Savings 
Bank.—This is a good example of per- 
sonality in bank advertising. We wish 
to shake hands with Mr. Drake for his 
courage, in ignoring the foolish custom 
which has prevented the president of a 
big bank from having anything to do 
with its advertising. This is a good 
idea, but is “sermons” the happiest word 
for the little quotations in this series? 


Albany City Savings Institution.—- 
The good points of this ad. are strong 
and distinctive border, good cut of build- 
ing, very prominent assets and interest 
rate, and “‘a few well chosen words.” 


The Bank of New York, National 
Banking Association.—A good birthday 
advertisement, but, if our advice had 
been asked, we would have dropped the 
display signature of the bank down near 
the bottom, and let the officers and di- 
rectors go down there, too. Then we 
would have had a display heading in 
two lines of the same size and style of 
type reading, 131 YEARS AGO TO- 
DAY ALEXANDER HAMILTON 
ORGANIZED THIS BANK. The 
rule we go by in writing bank newspa- 
per advertisements is this—‘‘An inter- 
esting headline and the name of the 
bank at the bottom.” This is illustrated 
by four of our advertisements in this 
group, viz., those heading ‘Times 
Without Number,” “Saving and Life In- 
surance,” “The Strength of Union,” and 
“How to Build a Bank Account.” 


Merchants National Bank.—It is a 
good thing occasionally for a bank in 
its advertising to face the life insur- 
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SAVINGS account insures yout 
of living during « 





THIS SAVINGS BANK 


Has CONSISTENTLY and withort aay 


Interest since January 1, 1908, and CONTINUBS to 
Pay interest at that rate 

ASSETS 

den. 1, 1018 

JOU E. WALKER 

WM. S. HACKETT 


Albany City Savings Institution "27:2" 


13 Years Old To-day 
Organued by Alesander Hamilton 
March 15th, 1764 

DEVIATION paid 
O The Bank of New York' 
| 


NATIONAL BANKING ASSOCIATION 


$11,785,509.73 £5; Ses 





come now and open a Term Savings 
Account with thie bank, you will be 





tain out insurance ageinst the unex 

ted. Thia form of deposit pays 4 
Interest, compounded semi-annually, and 
$1 is sufficient to start. 


<i tine saan 


Sixth and Spring Streets 
Second and Spring. Pico and Grand Ave. 








hie and Life Insurance 


have even aaty te fina: 


Oldest Bank in the State 
CAPITAL @ SURPLUS 
Accounts Invited 





























Times Without 
Number 


IN THE TWENTY POUR years of its history, the 
Bank of Colville has caredfor the business interests 
of its depositors in a special way, protecting them 
from losses, advising where advice was needed, and 
extending just the kind of help required. 





Like Tennyson's Brook 
1 eee die but this strong Com- 

pany goes on forever. That’sone 

of many reasons why we can 
serve more effectively and satisfactorily 
than any individual as trustee or guat- 
dian of your estate. 


Tae Union Trust Company (& 


jy Coeaenane | L,. oe WANA 


is Nature's law that all men 


Let us explain. 


THE FIRST ST NATIONAL BANK 











Capi TAL 2 Sure 
$33. Soo p00 ‘00 








‘The stability of this bank and the confidence of 
the public in it are due not only to its great financial 
strength but also to the ability and integrity of the 
men back of the bank as officers and directors. 


She 


Bank of Colville 


Ree oer cent ed verntemmees mae, 














EVERY ONE OF 


ance question squarely. There is no 
reason why the savings banks and the 
life insurance companies should not co- 
operate. Insurance is an incentive for 
saving and saving for insurance pre- 
miums ought to be done through a bank 
account. But carrying life insurance is 
no excuse for not saving more than the 
premiums and it is the bank’s duty to 
emphasize that fact. 


The Bank of Colville-—This ad., the 
criginal size of which was 3 columns by 
9°4 inches, is a magnificent example of 
the good results which can sometimes be 


UNION TRUST & SAVINGS BANK 


Capital 9500, 200, 


THESE WILL 





HOW TO BUILD 
. wend a 


The Peoples National Bank 


LEBANON PA 


pare woningen 











REPAY STUDY 


obtained in small town newspapers. It 
is a well set and well displayed an- 
nouncement. Furthermore, it had a 
splendid position, being flanked by a 
2-column article on “Banking in the 
United States.” 


The First National Bank.—There is 
still profound ignorance on the part of 
the majority of people as to the new 
banking system, and bankers can well 
use some of their advertising space to 
let in a few rays of light on this dark 
subject. 


The Union Trust Company.—Hard 
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to beat this as a trust company ad. But 

there may be quite a few persons who 

never heard of Tennyson’s brook. En- 

tirely independent of this advertisement 

the editor of this department had writ- 

ten one on the same theme, as follows: 
IT GOES ON FOREVER. 

The permanency of an institution like the 
Title Insurance and Trust Company is one 
of its strongest claims upon the considera- 
tion of the man about to make his will and 
appoint his executor. 

A trust company like this lives to carry 
out the longest trust. Its efficiency is unim- 
paired by the mutations of time. It grows 
stronger year by year through its accumu- 
lated experience. And all the time it op- 
erates under the strictest state supervision, 
and in conformity with the stringent laws 
covering the handling of trusts. 


Union Trust and Savings Bank.—An- 
other “look on this picture and then on 
that” or “before and after using.” Tale 
No. 2, which does not appear here is a 
happier one, representing as it does a 
home protected by a trust company as 
executor. This is effective advertising 


by one of the very best bank advertis- 


ers in the country. 


The Peoples National Bank.—The 
“Weekly Savers” idea gives something 
concrete and definite around which to 
build a savings campaign in a commu- 
nity. The only superfluous thing in the 
ad. is the triple rule separating the text 
from the bank’s signature. 


& 


How Banks Are Advertising 


Note and Comment on Current 


Financial Advertising 


SERIES of “Safetygrams” from 
the St. Louis Union Bank recent- 
ly appeared in the St. Louis newspa- 

One of them read: 

SAVINGS MESSAGE No. 8. 
Safety Seeker—St. Louis. 
Eighteen men—-successful as executives of 

large corporations and in directing import- 


ant financial affairs—have been chosen as 
Directors of St. Louis Union Bank, Fourth 


pers. 
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and Locust, to safeguard your savings. Con- 
sider exceptional safety offered; then open 
your savings account there. Only one dollar 
necessary. Practicat ADvIsER. 


© 


“The Bank That Backs the Homes” 
is the title of a folder of the Cleveland 
Trust Company reproducing a clipping 
from a local newspaper containing a 
comparison of the various Cleveland 
banking institutions in the matter of 
loans on real estate mortgages. Natur- 
ally, this trust company stands at the 
head with 1,186 loans in a year com- 
pared with 777 for the nearest com- 
petitor. 

© 


Henry M. Lester, president of the 
National City Bank of New Rochelle, 
N. Y., is sending out with the samples 
of his advertising matter to the mem- 
bers of the Advertising Exchange a 
neatly printed slip reading as follows: 

To the Members of The Bankers 
Mazagine Advertising Exchange 
FROM 
THE NATIONAL CITY BANK 
OF NEW ROCHELLE 
HENRY M. LESTER 
President 


(0) 


On account of its name, the Hiber- 
nian Savings Bank of Los Angeles 
makes a special feature of St. Patrick’s 
Day. On the 17th of last March it had 
eight pretty girls at the bank to give 
away 20,000 potted shamrocks and 20,- 
000 Irish flags. 


® 


“Permanent as the Pyramids” is the 
somewhat alliterative title of a book- 
let issued by The Home Building As- 
sociation Company of Newark, Ohio. 
The booklet is well illustrated, printed 
in two colors, so that its logical and 
convincing message is well presented. 


(0) 


“The Romantic History of Our Nu- 
merals” is one of a series of booklets 
being issued by The First National 
Bank of Brooklyn. It tells in an in- 
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teresting way how we came by our nu- 
merals. There is also a little about The 
First National Bank in the booklet. 


© 


A “natural history” series of bank 
ads. is being used by the First Trust & 
Savings Bank of Muscatine, Iowa. 
Above the printed matter of the ad. ap- 
pears a somewhat indistinct newspaper 
halftone cut two columns wide in which 
appears a dignified, top-hatted, frock- 
coated gentleman, evidently the grand- 
father and mentor of a little boy and 
girl who accompany him on his stroll 
through the woods. The sylvan and 
pastoral scenes are supplemented with 
sundry appropriate verses, such as: 


THE ANT SAVES 


“With perseverance the Ant’s imbued, 
He hustles daily for his food, 

But stores away for future need— 

A good example for us to heed.” 


THE SQUIRREL SAVES 
“The squirrel, wise in Nature’s lore, 
For winter’s coming, fills nis store. 
A lesson that we all may learn, 
To put away part that we earn.” 


This is orthodox teaching all right, 
but it’s too bad something happened to 
the squirrel’s feet in the last line. 


© 


The Savings Department of the Ex- 
change Trust Company of Boston ran 
this advertisement in local newspapers: 

START YOUR GIRL 

With a bank account—teach her the value 
and wisdom of saving. The time to learn to 
save is when one is young. You know this, but 
the child does not. You, as one of the prime 
factors in moulding her character and sub- 
sequent career, owe it to her to teach her 
this great truth. 

Open a savings bank account for her to- 
day and encourage her to save her money. 
later she will grow to know the value of 
what you have done for her. 


Deposits go on Interest the Last Day of 
each Month. 


Here we have a bank advertisement 
couched in true Bostonese language. In 
style it is far and away above the com- 


AN UNUSUAL AND DISTINCTIVE EMBLEM OF A 


‘LIVE’ BANK 


mon or garden variety of announce- 
ment which banks in less favored re- 
gions are wont to use. After all it is 
simply a matter of adapting your style 
to your audience. 

© 


A pay envelope manufacturer sent us 
for criticism some of his envelopes pre- 
pared for banks to give to large em- 
ployers of labor in their vicinity. Our 
comment was: 

“The copy on these pay envelopes is 
good and we can see no reason why this 
shouldn’t be excellent advertising for 
the banks that use it. Our only criti- 
cism is that it would be better to include 
a cut of the bank’s building, thus locat- 
ing the institution for the workmen, 
some of whom perhaps cannot read very 
well.” 


© 


Just before the vacation season last 
year, the Safe Deposit Department of 
the Union Trust & Savings Bank, Spo- 
kane, issued a booklet with a title 
formed of the admonition, ‘Make Your 
Vacation Worryless.” The gist of the 
booklet is contained in these para- 
graphs: 


Nowadays the family can pack the silver- 
ware and the laces—the cut glass, china 
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The 


Bank of Pittsburgh = =~ 


Association 


| iw wos! mst? 
Bank of Pitsourch 

| 

FOUNDED 1810 





INGENIOUS NOTE 


plate, costly rugs and paintings—into a bun- 
dle or suitcase and send them off to the 
Storage Vault while away from home. 

The Storage Vault 6f the Union Trust is 
thoroughly modern and _ fire-proof. Its 
equipment has the flexibility necessary for 
the economical handling of such bulky house- 
hold valuables. 

With its movable shelves, and a_ freight 
elevator from the sidewalk to its door, it 
can accommodate trunks, boxes or barrels 
of almost any size. 


© 


The Cleveland Trust Company to ad- 
vertise its fur-storage service issued a 
booklet named “Three Risks.” There 
are three moths on the cover, but these 
aren't the three risks—only one of them. 
The other two are fire and theft. The 
last page in the booklet has a perforated 
edge and is to be filled in and mailed 
to the trust company as a request for a 
special messenger to call for goods to be 
stored in the vault. 


@ 


The Second National Bank, Paterson, 
N. J., uses the slogan, “Safe and Sub- 
stantial,” 


() 
An excellent example of community 


service advertising is the pamphlet on 
“How to Make the Farm Pay,” by F. R. 


Bak ofPitsburch = 


NOTE MATURITY CALENDAR 





Bank of Pitsburch 


’ 





MATURITY CALENDAR 


Crane of the Agricultural Extension 
Department of the Great Northern 
Railway. It is sent out by the North- 
western Trust Company of St. Paul. 


©) 


The Bank of Pittsburgh, National 
Association, “‘the oldest bank in the 
United States west of the Allegheny 
mountains,” is very up-to-date and prac- 
tical in its advertising. Its cashier, 
Alexander Dunbar, has originated a 
very ingenious and handy note maturity 
calendar, the two sides of which are il- 
lustrated herewith. The cuts, however, 
do not show the “business” part of this 
valuable calendar, which is a circular 
piece of cardboard 91% inches in diam- 
eter, which revolves between the two 
parts of the calendar and shows the 
proper maturity date in a slot to the 
left of the little black hand in the cut. 
This is an advertising specialty whose 
usefulness insures it a long life wher- 
ever it goes. 


©) 


The Spokane & Eastern Trust Com- 
pany of Spokane, Wash., sends us a 
copy of an excellent pocket-sized book- 
let explanatory of the whole service of 
the institution. The booklet is clear 


setae CR RAT AL 


— 
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both in its literary style and its typog- 
raphy, and it is prefaced by this cor- 
dial paragraph: 

If there is anything pertaining to our in- 
stitution or with banking in general you do 
not fully understand, do not hesitate to 
come in and make inquiry. You will be in- 
troduced to a bank officer who will gladly 
make it clear to you. Our banking service 
is as complete as modern ingenuity is capa- 
ble of developing, and we desire to give our 
friends the benefit of our knowledge and 
experience. 


& 


Bank Advertising Exchange 


Those listed herewith are willing to ex- 
change booklets folders and other adver- 
t'sing matter issued by them. Subscribers 
can get on this list free of charge by writ- 
ig to the editor of this department. 


5 


Watch for new names and other 
changes. 


F. R. Adams, Will Co. National Bank, Joliet, Ill. 
American National Bank, Richmond, Va. 
Db. Ansley, care Central Trust Co., San 
Texas, 

Carl W. Art, manager 
Union Trust & Savings Bank, 
A. F. Bader, publicity manager, 
Bank, Evansville, Ind. 

¢. W. Bailey, cashier, 
Clarksville, Tenn. 

The Bankers Magazine, 
Ii. C. Berger, Marathon 
Wis. 

C. J. Bevan, cashier, 
k. L. Bickford, cashier, 
Napa, Cal. 
We Ge 
Jacksonville, Fla. 

hk. A. Bradham, cashier, The Commercial & Sav- 
ings Bank, Sumter, S. C 
Jesse E, Brannen, cashier, 
Westwood, N. J. 

Bank of San Rafael, San 
E. M. Baugher, president, 
Asssociation Co., Newark Ohio. 
c. Ws seerbower National 
Roanoke, Va. 

H. C. Bollman, 
Bank, Collinsville, 
r. J. Brooks, cashier, The 
avings Bank, Jacksonville, 
J. A. Buchanan, Guaranty 
Pa. 

F. B. 
Bank, 


Antonio, 


department, 
Wash. 
National 


publicity 
Spokane, 
City 
First National Bank, 
York. 
Bank, 


New 
County Wausau, 
Exchange Bank, Genoa, Ill. 
First National Bank, 
American Trust Co., 


300zer, treasurer, 


First National Bank, 
Rafael, 
The 


Cat. 
Home Building 


Exchange sank, 


assistant cashier, First National 
Okla. 
Guaranty Trust & 
Fla. 


Trust Co., 


Lancaster, 


Bunch, cashier, Merchants & Farmers 
Statesville, N. C. 

I C. Burton, vice-president, 
Iank, Chester, Pa. 

Stephen L. Burwell, vice-president, 
ional Bank, Jackson, Miss. 
A. Bush, Jr., Ladd & 
Oregon, 

Citizens National Bank, Oconto, Wis. 
Commmercial Bank, Midway, Kentucky. 

Bb. 8S. Coeban, 518 W. 68rd Street, Chicago, Il. 
H. Reed Copp, assistant advertising manager, 
ld Colony Trust Co., Boston, Mass. 
J. Stanley Corwin, Columbia Trust 
\venue, New York, N. Y. 

Arthur 8. Cory, Chehalis National Bank, Chehalis, 
Wash. 


Penn. National 


First Na- 


Bush, bankers, Salem, 


Co., 358 Fifth 
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David Craig, Tradesmens National Bank, Phila- 
delphia, Pa. 

Eugene E. Culbreth, Commercial 
Raleigh, N. C. 
H. A. Dalby, 
Conn. 
Horton National Bank, 
Durham, assistant cashier, 
Bank, Chattanooga, Tenn. 
W. R. Dysart, assistant cashier, 
Bank, Ripon, Wis. 

J. C. Eherspracher, assistant 
tional Bank, Shelbyville, Il. 
A. A. Ekirch, secretary, 
Bank, New York City. 
F. W. Ellsworth, publicity 
Trust Co., New York. 
Federal National Bank, 
The Franklin Society, 38 Park Row, N. Y. 

E. W. Finch, assistant cashier, Birmingham Trust 
& Savings Co., Birmingham, Ala. 

First National Bank, Lead, 8S. D. 

Jas. P. Gardner, Montclair, N. J. 

H. Gavere, asst. cash. of Scandinavian American 
tank, Grand Forks, N. PD. 

B. P. advertising 
erland York. 
Cc. First National 


National Bank, 


Naugatuck Savings Bank, Nau- 
gatuck, 
Dexter 
= 


Savings 


Seattle, Wash. 
Chattanooga 


First National 


cashier, First Na- 


North Side Savings 


manager, Guaranty 


Denver, Colo. 


Gooden, New Neth- 


Bank, New 
Hamsher, 


manager, 
Sank, Los Gatos, 
Cal. 
Victor F. 
The Fifth 
J. W. Hansen, 
Sheboygan, Wis. 
Db. L. Hardee, publicity manager, Wachovia Bank 
& Trust Co., Winston-Salem, N. C. 
&. A. Hatton, cashier, First National 
Texas. 
Rk. Hill, 
Fla. 
Jessamine G. Hoagland, publicity 
tional City Bank, Chicago, Ill. 
N. M. Hokanson, State Bank of Chicago, Chicago, 


Hann, 


manager publicity department, 
Avenue i 


tank, New York City. 


eashier, Citizens State Sank, 


tank, Del 


tarnett National Bank, Jackson- 


manager, Na- 


Ill. 
Frank K. Houston, assistant 
tional Bank, St. Louis, Mo. 
L. M. Howard, vice-president, 
& Trust Co., Shreveport, La. 
W. L. Jenkins, Farmers & Mechanics 
West Chester, Pa. 
Theodore Jessup, Woodlawn Trust & Savings Bank, 
1204 E. 63rd Street, Chicago, Il. 
N. W. Johnston, president, Hlinois Trust 
ings Bank, Champaign, Il. 
Pr. Jones, assistant 
of Commerc Hattiesburg, 
Kay, Jr., advertising 
Bank, Sacramento, Cal. 
Keller, Jr., assistant cashier, 
Bank, Stroudsburg, Pa. 
New Farley National Bank, Mont- 


Third Na- 


cashier, 


Continental Bank 


Trust Co., 


& Sav- 
cashier, First National 
Miss. 
manager, Sacra- 
mento 
Cc. B. 
National 
Grover Keyton, 
gomery, Ala. 
Edward W. 
land Trust Co., 


Stroudsburg 


advertising Cleve- 
Cleveland, Ohio. 
M. R. Knauft, assistant cashier, 
tional Bank, St. Paul, Minn. 
George L. Kreeck, treasurer, Farmers State 
ings Bank & Trust Co., Lawrence, Kans. 
Henry M. Lester, National City Sank, 
Rochelle, N. Y. 

A. E. Lindhjem, assistant 
American Nat. Bank, Minneapolis, 
L. W. Lovell, assistant cashier, 

Bank, Monticello, Iowa. 

E. fF MeWilliam, publicity manager, 
Trust & Savings Bank, Los Angeles, Cal. 
Ralph H. Mann, President Gloucester 
Bank, Gloucester, Mass. 

H. Warner Martin, assistant 
tional Bank, Atlanta, Ga. 
Charles S. Marvel, The 
Bank, Akron, Ohio. 

H. B. Matthews, 8S. W. 
Chicago, Ill. 

J. C. MeDonald, advertising manager, 
National Bank, Sulphur Springs, Texas. 
Frank Merrill, advertising manager, The 
western National Bank, Minneapolis, Minn. 
Will E. Morris, assistant cashier, Farmers & 
Merchants Bank, Stockton, Cal. 

E. R. Mulcock, Commercial National Bank, Syra- 
cuse, N. Y. 

Nebraska State Bank, Ord., Neb. 
Northwestern Trust Co., R. P. 
president, St. Paul, Minn, 


Klein, manager, 
Merchants Na- 
Sav- 
New 
eashier, Scandinavian 
Minn. 

The Lovell State 
Security 
National 
cashier, Lowry Na- 
First-Second National 


Straus & Co., Straus 
Bldg., 
The City 


North- 


Sherer, vice- 
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Old State National Bank, Evansville, Ind. 

. A. Overton, cashier, The National Bank of 
Smithtown Branch, Smithtown Branch, N. Y. 

R. B. Parrish, cashier, National Bank of Com- 
merce, Williamson, W. Va. 

A. E. Potter, president, Broadway National Bank, 
Nashville, Tenn. 

W. W. Potts, treasurer, 
Trust Co., Beaver Falls, Pa. 
John W. Pratt, Real Estate Officer, The Kennett 
Trust Co., Kennett Square, Pa. 

Cc. W. Rowley, manager, Canadian Bank of Com- 
merce, Winnipeg, Can. 
Wm. J. Ruff, cashier, 
Bank, Wilkes-Barre, Pa. 

y. W. Russell, cashier, 
White River Junction, Vt. 
George J. Schaller, cashier, Citizens Bank, Storm 
Lake, Iowa. 

Almot Schlenker, assistant cashier, First National 
Bank, Brenham, Tex. 

Paul T. Schulze, assistant cashier, State Bank 
of La Crosse, La Crosse, Wis. 
c. P. Simpson, Jr., assistant 
tional Bank, Toccoa, Ga. 
Sioux City Trust & Sav. 
cashier, Sioux City, Iowa. 
T. K. Smith, Jr., manager, 
Bankers, New York City. 


The Federal Title & 


Luzerne County National 


First National Bank, 


cashier, First Na- 


Sank, Ben W. Frieden, 


Gimbel Brothers, 
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- G. Spangler, cashier, The Mesa City Bank 
Mesa, Ariz. 

T. H. Stoner, cashier, The Peoples National Bank. 
Waynesboro, Pa. 

C. E. Taylor, Jr., president, Wilmington Savings 
& Trust Co., Wilmington, N. C. 

A. C. Tonsmeire, cashier, City Bank & Trust Co., 
Mobile, Ala. 

Union Trust Co. of D. C., Washington, D. C. 

F. H. Williams, assistant treasurer, Albany City 
Savings Institution, Albany, N. Y. 

John W. Wadden, Lake County Bank, Madison, 
s. D 


Wessels Van Blarcom, assistant cashier, Second 
National Bank, Paterson, N. J. 

Cc. C. Willson, care of Continental & Commercial 
Trust & Savings Bank, Chicago, Ill 

Frank A. Zimmerman, Chambersburg Trust Co., 
Chambersburg, Pa. 

Paul E. Zimmerman, cashier, Oak Park Trust and 
Savings Bank, Oak Park, II. 


NEW NAMES 
Allan Conrad, Box 385, Port Huron, Michigan. 
M. Clarence Crowson, cashier, Home Banking Co., 
High Point, N, C. 


“Jemmy” Wood of Gloucester—A 
Eamous Country Banker 





{From the London “Journal of the Institute of Bankers.’’] 





HERE have probably been few 
bankers whose names were more 
familiar to their contemporaries 
than the eccentric James Wood, of the 
City of Gloucester Old Bank, familiarly 
known to the Gloucester citizens as 
“Jemmy” Wood. His claims to fame 
rest upon his personal characteristics, 
his immense wealth, and the dramatic 
contest over the proof of his will. 
Wood was born in 1756, and inherited 
from his father a banking business 
founded in 1716, described in Counsel’s 
“History of the City of Gloucester,” as 
the oldest private bank in the kingdom 
with the exception of Child’s. This 
claim cannot, however, be substantiated, 
as it has been shown that Thomas Smith, 
of Nottingham, was carrying on a regu- 
lar banking business some years be- 
fore 1716. Mr. Vassar-Smith, the chair- 
man of Lloyds Bank, has presented to 


the institute collection two portraits of 
Wood and a copy of his life by C. H. 
Savory, from which we are indebted for 
most of the particulars which follow. 

Wood’s home is thus described by his 
biographer: 

“The subject of this sketch was of 
a good family, ‘the old Brockthorpe 
stock.’ He kept a shop in Westgate 
street, Gloucester, in a very old-fash- 
ioned overhanging house; the shop 
window had small panes of glass, and 
articles of drapery and haberdashery 
were displayed for sale. In this old 
shop he gave personal attendance to 
customers. On the overhanging portion 
of the shop a small sign was displayed, 
on which was written, ‘The Old Bank. 
In one corner was a little dark office, 
where he usually sat, and, with two 
clerks, did business as a banker: this 
was the ‘Old Gloucester Bank,’ and one 
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of the oldest private banking establish- 
ments in England. 

“At the present time, when we have 
banks in almost every market town, of 
some architectural pretensions, this 
‘Gloucester Old Bank’ strikes us as odd 
end ludicrous, amongst the pins and 


needles, tapes and cotton; but he 
amassed a fortune there at the counter, 
on which was nailed bad coin that had 
come into his possession.” 

The association of a tradesman’s busi- 
ness with that of banker was quite 
common, was even usual, in the eight- 
eenth century, and survived until well 
within the memory of the present gen- 
eration. Thos Smith, of Nottingham, 
was a mercer as well as banker; the 
founder of Backhouse’s Bank was also 
: mill owner and manufacturer of 
luckaback. Later on the combination 
of banking with brewing found favor. 

The personal characteristics of 
“Jemmy” Wood are also reminiscent 
of the eighteenth century rather than of 
hose which we now associate with the 
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name of a banker. The modern banker 
is usually assumed to possess a tolerably 
wide grasp of financial matters, the 
details of which are left to subordinates, 
while the success of the bank which he 
controls depends largely on a discreet 
use of the art of displaying its resources 
in such a way as to bring it a national 
or even world-wide reputation. 

James Wood, on the other hand, like 
so many of the pioneer bankers of the 
more parochial days in which he lived, 
owed his success to a strict. attention to 
petty detail. Shrewd, industrious, par- 
simonious almost to the extent of 
avarice, hard-fisted in a bargain, he en- 
joyed the reputation of being well able 
to look after his own money, and was 
therefore not unnaturally judged 
worthy of looking after that of his fel- 
low citizens. 

Some of his methods would hardly 
find favor to-day, and his shrewdness 
was not apparently tempered by any 
fear lest his customers would take their 
business to his competitors. As an in- 


stance the following is told by his 


biographer. 

Mr. C. once deposited £800 in James 
Wood’s care. At the expiration of 
twelve months he had occasion to use 
the money, and he called and saw Mr. 
Wood. 

““As soon as he saw Mr. Wood, he 
exclaimed, ‘How d’ye do, Mr. C.? Glad 
to see ’e. What can I do for ’e?’ 

“They walked into the bank, when 
Mr. C. said, ‘I have called for the 
£800 which I left with you more than 
twelve months ago, for I want to use 
it.’ 

“ “Certainly, certainly, Mr. C., it be 
all safe; I have got it all right.’ 

“The money was placed upon the 
counter. Mr. C. examined it. 

“Ts it all right, Mr. C.? inquired 
James. 

“ “The money is all right, Mr. Wood ; 
but you have forgotten the interest,’ 
exclaimed Mr. C. 

“ *Tnterest, interest,’ exclaimed 
James; ‘why, there be no interest.’ 

“*No interest?’ said Mr. C. with 
amazement. 

““No,’ said James, ‘didn’t you say 
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when you brought your money, that you 
had brought it to place in my hands?’ 

“*T did, Mr. Wood,’ replied Mr. C. 

“ “Did you say you wanted it put out 
at interest?’ inquired James. 

“*No; I did not think it necessary, 
Mr. Wood,’ replied Mr. C. 

““Tt has not been of any use to me. 
I have been afraid to use it or to invest 
it; I have kept it wrapped up in my 
drawer, Mr. C., expecting you to call 
for it every day. If you had wanted 
interest, you should have said so when 
you brought it; no, no, Mr. C.; I be 
very sorry you did not mention it; I 
have kept your money all safe, and it 
ain’t made any interest.’ 

“Mr. C. put his money into his pocket 
and walked away, more amused than 
disappointed.” 

Wood was extremely careless of his 
personal appearance, but to the ex- 
postulations of his confidential clerk who 
advised the purchase of a new suit, he 
replied that when in Gloucester every- 
one knew him, and so it was unnecessary 
to study appearances, and that when in 
London no one knew him, and therefore 
it was equally unnecessary to go to the 
expense of new clothes. In this con- 
nection his biographer tells the follow- 
ing anecdote: 

“Mr. Wood was traveling to London 
on a coach, and the shabbiness of his 
clothes attracted the attention of a gen- 
tleman, a fellow-passenger. He laughed 
and made fun of Jemmy’s clothes. 

“Jemmy, did not lose his temper, and 
retorted no anger, but said: ‘I will bet 
you five pounds that I can do in London 
what you cannot do.’ 

“What is that?” said the gentleman. 

“Why go to Sir John Lubbock’s Bank 
and get £100,000.” 

“The gentleman laughed heartily at 
the idea, and accepted the bet. 

“When they arrived in London, James 
and the gentleman went to Lubbock’s 
Bank. and proof was given that the 
£ 100.000 was easily obtainable. 

‘Now,’ said James to the gentleman, 
‘can you get £100,000?’ 

“*No, I am sorry to say I cannot,’ 
replied the gentleman.’ 

“*Then pay your bet, pay your bet; 
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give me the five pound note, said James 

“The gentleman paid James Wood thie 
five pounds, and departed with the idea 
that he was belonging to the Mint. 

It may not be apropos to recall that 
in 1805, when this country was at war 
with Napoleon, one of the financial ex- 
pedients to which resort was had by 
the Government was the raising of 
money by a State Lottery, and Wood 
was one of the agents for disposing of 
the tickets. 

The following extracts from Savoy's 
biography illustrate the immense dif- 
ference between the banking methods of 
to-day and of a century ago. 

“The father of the present Mr. Hus- 
bands, clothier, at the Cross, in this 
city, went to London once or twice every 
year for the purpose of purchasing 
articles for his shop. At that period 
the postage of a letter from Gloucester 
to London was very costly, and there 
was no means of safely transmitting 
money through the postoffice. The jour- 
nev by coach from Gloucester to Lon- 
don was long, tedious, dangerous and 
expensive. 

“James Wood, the eccentric rich 
banker, was in the habit of calling on 
Mr. Husbands about the time when he 
knew he was accustomed to undertake 
his journey to London. 

“When be vou going to London, Mr. 
Husbands?’ inquired Mr. Wood. 

“ “Next week, Mr. Wood,’ replied Mr. 
Husbands. 

“*You be an honest man, Mr. Hus- 
bands, as honest a man as any man in 
Gloucester, you be, and I can trust ‘e 
with anything, Mr. Husbands, and I do 
want to know, Mr. Husbands, if you will 
take hundred pounds for me, Mr. 
Husbands, to of London. 

“T shall be pleased to oblige vou, Mr. 
Wood,’ replied Mr. Husbands. 

“Ah! ah! you be a kind neighbor, a 
good man, an honest man, that you be, 
and I could trust you, Mr. Husbands, 
with all I have got.’ 

“The parcel was brought by Mr. 
Wood, and Mr. Husbands securely 
placed it about his person. 

“James Wood accompanied him to the 
coach office at the ‘Bell,’ saw the coach 
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start. and stood at the Cross and 
watched it rattle over the pebbles until 
it was out of sight. 

“In a few days James Wood would 
call at Mr. Husbands’ shop and inquire, 
‘Have you heard anything of your 
father?’ 

““*Not yet, Mr. Wood,’ was the reply. 

“*All right! All right! He be an 
honest man; you'll hear in a day or two.’ 

“Day after day Mr. Wood called to 
know if anything had been heard of 
father, until the reply would be, ‘Yes, 
Mr. Wood, we have; the goods wagon 
has just delivered the bale of goods he 
purchased in London, and in the middle 
of the package we have found this letter 
addressed to you.’ 

“A letter, written on thick paper and 
heavily sealed with wax, was placed in 
his hands. He opened it and read it. 

“*Ah! Ah! Thank ’e, thank ’e; Mr. 
Husbands is an honest man; ’tis all 
right; I know the signature, he has 
sent me an acknowledgment for the 
money; he is an honest man, they have 
had the money all right. Good-bye, 
thank ’e, thank ’e, good-bye.’ ” 

“When Mr. Wood advanced money he 
frequently charged the most usurious 
rate of interest, but he did not allow 
more than 214 per cent. per annum for 
money placed in deposit. He would not 
allow interest upon a fragment of a 
year. For instance, if any sum deposited 
in his bank were removed or withdrawn 
only a day before the expiration of a 
year, he would not allow a_ farthing 
upon the principal. This was his system. 

“To any person familiar with the 
routine of modern banking, this system 
would probably appear strange and 
fabulous, but this was the rule of the 


‘Old Bank.’ 
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“His rule was absolutely per centum 
per annum, and all ideas of the interest 
per diem were excluded as dangerous 
principles in banking.” 

Wood died on April 20, 1836, in his 
eightieth year, and left real and per- 
sonal estate worth over a million pounds, 
an enormous fortune in those days. He 
was unmarried, and refused in his life- 
time to recognize any of his relations. 
When his will was read it was found 
that the whole of his fortune was di- 
vided between his four executors, who 
were his solicitor, named Chadborn, his 
two clerks, John Surman and Jacob Os- 
born, and Alderman Sir Matthew Wood, 
of London, a namesake, but not a 
relative. Afterwards, however, through 
the medium of an anonymous letter a 
charred paper came to light purporting 
to be a codicil of a later will, and leaving 
among several other bequests £200,000 
to the City of Gloucester. 

Circumstances pointed to fraud, prob- 
ably on the part of Chadborn, and liti- 
gation resulted. After a five years’ 
struggle the Privy Council eventually 
gave its decision in favor of the codicil, 
but the mystery was never cleared up 
in spite of the offer of a reward of 
£10,000 for information establishing 
the history of the codicil. 

Unfortunately for the City of Glou- 
cester, although the codicil was upheld, 
they were, after further litigation, ad- 
judged incapable of inheriting the 
£200,000, on the technical ground that 
they were trustees, and the purposes of 
the trust were not stated, the terms of 
the codicil being that the money was left 
to the city “for the same purpose as I 
have before named.” The only result, 
so far as the Gloucester Corporation 
was concerned, was a bill of £7,972 
13s. 1d. for costs. 
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Death of Ex-Senator Aldrich 





THE LATE HON, 


HOUGH not in public life at the 
death in New York 
Hon. Nelson W. Al- 


former United States 


time of his 


city on April 16, 


drich, Senator 


from Rhode Island, was still one of the 
notable figures in American civic circles 
on account of the long and prominent 
share he had taken in the country’s leg- 
islation. 

He had seen long service in the Sen- 
ate, and as chairman of the Finance 
Committee was largely instrumental in 
directing financial and tariff legislation. 

As chairman of the National Mon- 
etary Commission he assisted in bring- 
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NELSON W. 


ALDRICH 


ing together and publishing a great 
deal of literature on banking, and was 
himself the author of a banking plan 
that received great attention. The re- 
port presented by this commission con- 
tained a plan for a National Reserve 
Association, but the plan was _ not 
adopted, though many of its underly- 
ing principles were embodied in the 
Federal Reserve Act which became a 
law in 1913. 

Mr. Aldrich was a man of great abil- 
ity, a tireless worker, and during his 
long membership in the United States 
Senate he was one of the most influential 
men in that body. 
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Book Reviews 





MaTeERIALS OF CorporRATION FINANCE. 
By Charles W. Gerstenberg, member 
of the New York Bar, and Assistant 
Professor of Corporation Finance in 
New York University School of Com- 
merce, Accounts and Finance. (8vo, 
pp. 1008; price $4.00, prepaid.) New 
York: Prentice-Hall, Inc. 


Tus source book has been compiled 

to facilitate the study of corpora- 
tion finance in classes where the use of 
original documents is impossible or im- 
practicable. 

With the growth of the university 
school of commerce idea has come an 
insistent call for careful study of the 
proper method of teaching business sub- 
jects to men who are to occupy the high- 
er positions in business life. While 
everybody agrees that the principles 
underlying business transactions should 
be so taught that they may be applied 
as universally as possible, there has also 
been a general recognition of the fact 
that the various subjects must be so pre- 
sented that they will be interesting and 
at the same time fit the student for ac- 
tual business dealings. 

The whole question came up years ago 
in connection with the study of law, and 
the foremost law schools recognized the 
fact that the case method was the best 
for preparing the embryo lawyer for the 
conditions of actual practice. Given a 
statement of facts, what is the issue in- 
volved and what principles of law can be 
and should be invoked to solve it. In 
economics the case method of teaching 
has been gaining ground in all the large 
universities. 

Gerstenberg’s “Materials of Corpora- 
tion Finance” is a case book to be used 
in the study of the financing and finan- 
cial management of corporations. It 
consists of a selected number of docu- 
ments that have been used by large and 
small corporations all over the world. 


Some of the most important documents 
are those which illustrate the scope of 
the charter and by-laws of the United 
States Steel Corporation; parts of char- 
ters of various industrial and other com- 
panies, such as the May Department 
Stores and the California Petroleum 
Company ; several corporate mortgages, 
including those of the Jones-Laughlin 
Steel Company and the Mortgage Bond 
Company. 

Prospectuses and __ stock - selling 
schemes of all kinds are illustrated; 
pooling and votingtrust agreements, 
plans of consolidation, engineers’ re- 
ports, preliminary to the organization 
of large and important public utilities 
enterprises ; the anti-trust laws; annual 
reports of several corporations, includ- 
ing the Westinghouse Electric and 
Manufacturing Company, and the New 
York, New Haven and Hartford Rail- 
road Company; Professor Bemis’ Re- 
port on the Valuation of the Chicago 
Telephones ; plans and agreements of re- 
organizations, including that of the Bal- 
timore and Ohio Railroad in 1898. 

Undoubtedly there is great value in 
having accessible to the financial student 
a collection of documents of the charac- 
ter presented in this volume. If the in- 
dividual should undertake to collect 
them for himself he would find it a very 
tedious process. The author has there- 
fore rendered a real service to those in- 
terested in corporate finance in thus 
bringing together this large amount of 
material. 


Rurat Crepits. By Myron T. Herrick 
and R. Ingalls. New York and Lon- 
don: D. Appleton & Co. (Price, 
$2.00 net.) 


O doubt we are shortly to have 

Federal legislation on the subject 

of rural credits, supplementing the laws 
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already passed in a number of the 
States. Mr. Herrick, in his preface, ex- 
presses the view that the legislation 
enacted and proposed is not entirely sat- 
isfactory. This he attributes to “an 
attempt to apply European principles 
to American conditions without ade- 
quately studying the credit institutions 
and systems devised for farmers and 
landowners in European and the few 
other countries where they have been 
developed.” 

It is the object of the volume under 
consideration to supply facts and figures 
regarding these institutions and sys- 
tems. This aim is fulfilled in a thor- 
ough and comprehensive way. 

Mr. Herrick has been long associated 
with a practical co-operative banking 
institution, and has supplemented his 
experience by careful study of co-oper- 
ative credit systems. His service as 
United States Ambassador to France 
gave him special opportunities of ob- 
taining first-hand information about the 
European systems. He has made good 
use of those opportunities, and has 
brought together a fund of knowledge 
about rural credit institutions and sys- 
tems that should be of great help to 
those who are called to legislate on this 
subject. Before going to France, Mr. 
Herrick had done much effective work 
in bringing the importance of an ade- 
quate rural credit system to the atten- 
tion of the bankers and people generally. 
In bringing together in this volume the 
facts and experiences relating to the 
European systems he has rendered sub- 
stantial service to his country. The book 
affords a safe and instructive guide as to 
what the United States should adopt and 
what it should avoid in transplanting 
foreign codperative credit to our shores. 


Rate REGULATIONS, 
State AND Feperat. By Robert P. 
Reeder, of the Philadelphia Bar. 
Phil: lelphia: T. & J. W. Johnson 
Co. 

EGULATION of railway charges 
has gone to such lengths in the 

United States as to make the matter of 


Tue Vatipity or 
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further control, or even maintaining 
present conditions, of very great inter- 
est to the railways, and to the people. 
At this time, therefore, a careful and 
thorough examination of the validity of 
rate regulation, such as this volume af- 
fords, should be welcomed. The author 
comprehensively discusses the constitu- 
tional provisions upon which such regu- 
lation is based, as well as the various 
statutes and decisions, and sets forth 
the legal principles involved in each, 
citing several thousand cases. The 
economic aspects of the problem are 
also given due consideration. Deep 
knowledge and painstaking industry 
are evident throughout the work. It 
is a valuable and timely treatise upon 
a subject of very great public interest. 


EnGiisH Bankinc—Its Development. 
and Some Practical Problems It Has 
to Solve. By George H. Pownall, 
Vice-President of the Institute of 
Bankers, London; with a preface by 
Professor H. S. Foxwell, M.A. Lon- 
don: Blades, East & Blades. 


N these three lectures, delivered at 

the London School of Economics 
(London University), we find very 
much authoritative information about 
English banking principles and_prac- 
tices, together with a record of the 
changes that have lately been taking 
place in banking and financial meth- 
ods, as well as in trade. 


Practica, BANKING; with a Survey of 
the Federal Reserve Act. By Ralph 
Scott Harris. (Price $1.75 net.) 
Boston, New York and Chicago: 
Houghton Mifflin Co. 


HE author declares that the main 

object of this work is “that it is 
intended for the student of finance who 
wishes a glimpse into the practical con- 
duct of the bank, or for the business 
man who daily has relations with the 
bank and yet, as is most natural, is un- 
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familiar with the details of this most 
important institution of modern civili- 
zation.” 

This object seems to have been well 
attained. After explaining what a bank 
is. its organization and the duties of 
the various officials and clerks are fully 


649 
described. There are also very instruc- 
tive and interesting chapters on “Na- 
tional Bank Notes,” “The Clearing- 
House,” “Foreign Exchange,” “Crises 
in the United States,” and “The Fed- 
eral Reserve Act.” 
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Fifty Years of Success as a Savings 
Bank 





HE Cayuga County Savings Bank, 
located at Auburn, New York, 
which commenced business February 1, 
1865, has just completed a half-century 
of prosperity. Two only of the original 
trustees are now living, both of whom 
are still active members of the board, 
viz., Gen. William H. Seward and Ben- 
jamin B. Snow. 


Won. H. MEAaKER 


PREASURER CAYUGA COUNTY SAVINGS 
AUBURN, NEW YORK 


BANK 


At the organization William H. 
Meaker was appointed treasurer and 
still continues as such in active charge 
of the bank, having also been made a 
trustee in 1866. 

On the evening of the fiftieth anni- 
versary a banquet was given by the 
board of trustees with the treasurer as 
the guest of honor, at which in conse- 
quence of the absence of the president 
and first vice-president, Mayor Brister, 
second vice-president, presided, nearly 
every other member of the board and 
employee of the bank being present. 
As customary on such occasions, com- 
plimentary remarks were made _ by 
several and a historical sketch, interest- 
ing particularly to those immediately 
connected with the bank, was read by 
Mr. Meaker. 

Mr. Meaker first entered the Auburn 
City Bank as discount clerk in 1855, be- 
coming bookkeeper and then teller, and 
while so engaged conceived the idea of 
establishing a savings bank, in which he 
was encouraged and aided by prominent 
citizens. A charter was obtained from 
the Legislature ten years before the 
General Savings Bank Law was en- 
acted. 

The bank is prosperous and strong, 
holding nearly $4,000,000 on deposit, 
with a good surplus; the management 
merits and enjoys the confidence of its 
depositors and the community at large. 

Mr. Meaker’s career will be honored 
as conservative and of the right quality 
for the care of savings and trust funds. 
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First and Security National Bank, 
Minneapolis 





Y the union on March 29 last 
B of the First National Bank and 
the Security National Bank of 
Minneapolis, Minn., that city gains a 
banking institution that in point of total 
outranks any bank west of 
It so happened that this mer- 
ger of these two old and highly success- 
ful banks was consummated just at a 
time when the new First National Bank 
building was on the point of completion, 
and into that splendid structure the two 
banks moved, merging the separate ideu- 
tities they had heretofore maintained 
into a new and larger organization— 
the First and Security National Bank 
of Minneapolis. 
The advance which Minneapolis has 


resources 
Chicago. 


Ma 





been making in recent years as a bank- 
ing center made a combination of these 
two institutions quite a logical thing, 
for business both in the city and its 
surrounding territory has increased to 
such proportions that a bank of very 
large size was really needed for its 
proper care. The fact that the two 
banks were approximately of the same 
size and had long maintained high bank- 
ing standards, rendered their union a 
comparatively easy matter. There were 
no inharmonious elements to be recon- 
ciled, but the problem was simply one 
of increasing the facilities for banking 
service, and on that ground the coalition 
was effected. 

As these separate institutions have 
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F. . Prince 


CHAIRMAN OF BOARD, FIRST, AND SECURITY NATIONAL BANK, MINNEAPOLIS, MINNe 
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OFFICE OF MR. PRINCE, 


merged their identities into the larger 
bank, a brief sketch of the origin and 
progress of each may be appropriate. 


& 


THE FIRST NATIONAL BANK. 


HIS institution had its origin in 
1857, when J. K. Sidle and Peter 
Wolford opened at Minneapolis the pri- 
vate bank of Sidle & Wolford, which 
later incorporated as the Minneapolis 
Bank. On December 12, 1864, this 
business was re-incorporated as the 
First National Bank of Minneapolis, 
with J. K. Sidle, president, and H. G. 
Sidle, cashier. 

The First National Bank, Minnear- 
olis, began business with a capital of 
50,000, which in 1872 was increased 
to $100,000, in 1874 to $200,000, in 
1878 to $600,000, in 1886 to $1,000,- 
000, and in 1903 to $2,000,000. 

In 1894 F. M. Prince was elected 
cashier, serving till 1895, when he was 
promoted to the vice-presidency, C. T. 
Jaffray succeeding him as cashier. John 


CHAIRMAN OF THE BOARD 


Martin was elected president. On the 
death of Mr. Martin, in 1904, Hon. J. 
B. Gilfillan was elected president, and 
in the following year he became chair- 
man of the board, Mr. Prince succeed- 
ing him as president. 

The First National Bank grew stead- 
ily, its capital becoming $2,500,000; 


surplus, $2,000,000, and total resources. 


over $32,000,000. 
O7 
SECURITY NATIONAL BANK. 


N the latter part of 1877 T. A. Har- 

rison and H. G. Harrison, who had 
been residents of Minneapolis since 
1859, decided that there was an open- 
ing for a new bank, and associating 
themselves with J. M. Shaw, W. W. 
MeNair, Franklin Beebe, C. E. Vander- 
burgh and Joseph Dean, they formed 
the Security Bank of Minnesota, com- 
mencing business on January 2, 1878, 
with a capital of $300,000, which was 
increased from time to time as the busi- 
ness grew, until a full million dollars 
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OFFICE OF MR. F. A. 


was paid in. While the capital re- 
mained at this figure, the surplus grew 
until it amounted to $2,832,807 on 
March 4, 1915. The men named consti- 
tuted the first beard of directors, T. A. 
Harrison being the first president. On 
his death in 1887, H. G. Harrison was 
elected president, and upon his death in 
1891, F. A. Chamberlain became presi- 
dent. 

The bank commenced business in its 
own building on the corner of Hennepin 
avenue and Third street. These quar- 
ters were soon outgrown, and the build- 
ing was enlarged so that the bank could 
have ample space for its rapidly increas- 
ing business. In 1890 the qvestion of 
larger rooms again came up, and it was 
decided to move to the building on the 
corner of Second avenue south and 
Third street, now known as the Metro- 
politan Life Building. Here the bank 
remained for sixteen years, growing in 
prestige and volume of business, through 
the dark panic days of 1893 to the 
brighter times following. On November 
17, 1906, the business was removed to 
the new Security Rank Building on the 


CHAMBERLAIN, PRESIDENT 


corner of Fourth street and Second ave- 
nue south. 

The Security National Bank had a 
most prosperous history and at the date 
of the recent merger it had total re- 
sources of over $28,000,000. 


& 


AND SECURITY 
TIONAL BANK 


FIRST NA- 


ROM these two old and solid inst:- 

tutions has been created the new 
First and Security National Bank, an 
inheritor of the sound traditions on 
which the two former banks grew and 
soundly prospered. 

In point of size and strength the First 
and Security National Bank takes rank 
as the greatest banking institution in the 
entire United States west of Chicago. 
Its capital and surplus are $10,000,000, 
deposits, $50,000,000, and total assets 
over $60,000,000. (These figures do not 
include the affiliated Minneapolis Trust 
Company, with $1,250,000 capital and 
surplus. ) 
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CORNER OF OFFICERS’ QUARTERS, SHOWING THE DESK OF MR. A. A. CRANE, 
VICE PRESIDENT 
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CAGING OF BRONZE WITH MARBLE PANEIS 
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SKETCH—FLOWERS AND 


Both banks had built up a very large 
list of out-of-town bank correspondents, 
and with the increased capitalization and 
resources and the general enlargement 
of banking facilities this feature of the 
business will be developed in the near 
future to much greater proportions. 


& 
REASONS FOR THE MERGER. 


S has been intimated, the general 

growth of business calls for a con- 
stant enlargement of the banking units 
in the chief commercial centers, for the 
very evident reason that they have more 
ind more business to care for, and, be- 
sides, the establishment of the Federal 
Reserve System, with considerable 
hifting of banking funds, renders it 
necessary for the other banks serving 
cut-of-town correspondents to be fully 
quipped to meet all requirements, if 
hey would not only hold their own, but 


a 


STAIRCASE RAILING 


continue to have a healthful expansion. 

The merger of these two banks un- 
doubtedly enables the succeeding insti- 
tution to render wider and better service 
than could possibly have been rendered 
by the joint results of their efforts 
while separate institutions. The con- 
solidation also very considerably 
strengthens the prestige of Minneapolic 
as a banking center, and is a worthy se- 
quence of the designation of the city as 
the location for a Federal Reserve 
Bank. 

Each of these banks had been emi- 
nently successful. They grew up with 
Minneapolis and the great and prosper- 
ous surrounding country, and became 
thoroughly familiar with the banking 
needs of the city and its territory. 
Faithfulness and skill in supplying these 
needs account for the size and reputa- 
tion each bank had attained. And the 
chief purpose which led to the merger of 
these large and powerful institutions 
was the desire of being still better able 
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to do together what each bank has here- 
tofore done separately. 

This merger is in no sense a swallow- 
ing up of one bank by another, nor the 
substitution of one management for an- 
other. It is a real union of banking 
forces, in which the personnel of botii 
banks are harmoniously joined, and in 
which even both names are retained. 

In fact, the First National Bank and 


man of the board of directors under the 
new arrangement. F. A. Chamber!ain, 
president of the Security National Bank 
since 1891, becomes president of the 
First and Security National Bank. 
From the First National, Vice-Presi- 
dents Jaffray, Crane and MacKerchar 
retain the same offices in the First and 
Security National, and Cashier Wil- 
loughby is promoted from this office in 





MAIN LOBBY, WITH OFFIC ERS" 


the Security National are names of 
strength throughout the Northwest, and 
the retention of both titles was in ac- 
cord with sentiment and sound business 
policy. 


& 
THE MANAGEMENT. 


AS has been said, the management of 

the First and Security National 
Bank represents merely a combination 
of the forces which heretofore directed 
each bank. There have been some pro- 
motions and changing of titles, but that 
is about all. For example, F. M. Prince, 
who has been president of the First Na- 
tional Bank since 1905 becomes chair- 


QUARTERS IN THE BACKGROUND 


the First National to a vice-presidency 
in the consolidated bank, while Assistant 
Cashier Lyon moves to the cashiership in 
the First and Security National. As- 
sistant Cashiers Byam and Leeman with 
the new bank retain the places they held 
with the First National. Vice-Presidents 
Harrison and Pomeroy from the Secur- 
ity National make no change in their 
official relations; but Cashier Spafford 
advances from the Security National to 
a vice-presidency ‘in the First and Se- 
curity. Assistant Cashiers Lawther, 
Maclean, Bezoier and Meacham, from 
the Security National, fill the same 
offices under the consolidation. 

And throughout the working force, 
as among the officers, there has been so 
little of real change, that those who 
deal with the bank will be able in the 
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future to keep up the personal relations 
of the past. 


7 
THE NEW BUILDING. 


OTH banks, for some years prior 
to the consolidation, had very 
fine modern buildings; but it is an evi- 
dence of the remarkable progress of the 
times that legitimate business expansion 
makes ever larger demands for space 
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and equipment—and in Minneapolis 
the great bank and office building il- 
lustrated in these pages is the response 
to that demand. It does not need any 
description to convey the idea that here 
is one of the country’s splendid modern 
banking and business structures, typi- 
fying the energy, progress, and the 
solid qualities of the First and Security 
National Bank, the City of Minneapo- 
lis, and the great Northwest. 


Us 


7 











Will the Federal Reserve System Help 
the Country Banks P 





By H. S. McKEE, President of the First National Bank, Long 
Beach, Cal. 





T is probably true that bankers are 

inclined to conservatism, and con- 
servatism is understood to mean a pref- 
erence for the established order and op- 
position to any change; especially any 
change proposed by someone else. The 
Federal Reserve act has made many 
changes in the banking business and 
will lead to many more. Consequently, 
human nature itself tends to plant in 
the banking mind a slight prejudice 
against, or at least a lack of enthusiasm 
for, these changes. Simple fairness, 
therefore, as well as a selfish desire to 
realize a substantial benefit, suggests 
that we lay aside any preconceived un- 
friendliness to the Federal Reserve 
Bank, and try to give it the help and 
co-operation each of us would give if he 
had been the one who proposed it in the 
first place. If this is not the proper 
attitude to assume toward the new sys- 
tem, what attitude would be better? And 
to what would it lead? 

It seems to the writer that the Re- 
serve Bank is not itself a remedy for 
the long-standing defects in our banking 
system and customs, but is, instead, 
really a device by the use of which we 
can remedy them for ourselves. Some 
of us are going to do this, and do it 
energetically and with great resultant 
benefit. A few of us are probably going 
to make no effort at all, but be content 
with criticism, and expect the Reserve 
Bank to come inside our very doors and 
force relief upon us. In other words, 
the Federal Reserve Bank is an instru- 
ment which the member banks may use 
or not, as they severally elect. The 


fact of the matter is, nearly all of the 
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relief the Reserve Bank will afford must 
originate right in the member banks 
themselves, and the benefit to any mem- 
ber bank will be much or little, just as 
it shall, itself, decide. 

Let us assume the case of a typical 
bank in a small town, where the presi- 
dent says the Reserve Bank does him no 
good, for he has no eligible paper. 
There are two courses open to him: One 
to take no action except to complain, 
and the other is to set about accumulat- 
ing a line of eligible paper. How much 
will he need? It is believed to be a fair 
assumption to say that if he had ten 
per cent. of his loans in form eligible for 
rediscount, he would have enough to 
give him as full a discount privilege 
with the Reserve Bank as he would be 
likely to make use of. How, then, shall 
the banker put ten per cent. of his pa- 
per in eligible form? It seems a suffi- 
cient answer to say that, as he makes 
the loans himself, he ought to be able to 
get at least ten per cent. of them to suit 
him. The real answer is, by gradually 
forming new practices and habits among 
his borrowers and in himself. To be 
more definite: A careful study of every 
note in the loan pouch will disclose, 
even in the deadest pouch, many notes 
that can be made eligible for redis- 
count; that is, notes whose makers are 
engaged in industrial, commercial or ag- 
ricultural pursuits and who actually 
used the money borrowed in one of these 
pursuits, and who are producing some- 
thing they will convert into money 
wherewith to pay the note. 

It is believed that a full and frank 
talk with each one of the borrowers of 








THE BANKERS MAGAZINE 665 


this class will result in many of them 
replacing their present notes with new 
ones for either all or, at any rate, part 
of the indebtedness, which new notes can 
be made, both in form and in spirit, eli- 
gible for rediscount. To accomplish 
this, the borrower must: 

First.—Give a written statement of 
his condition. This need not be tech- 
nical in form, but it should show that 
he is engaged in an industrial, commer- 
cial or agricultural business; that his 
net worth is ample to assure the sound- 
ness of his note; and that his business 
operations are actually going to supply 
him with the money wherewith to pay it. 

Second.—The new notes must be 
strictly negotiable in form, that is (in 
California) about as follows: 


\etaceese days after dates, for 
value received, I promise to pay 
sole Gok cate Bank, or order........ 
Dollars, with interest thereon from 
maturity hereof, until paid, at the 
dk SET per cent. per annum; 
and in case suit is brought hereon 
to compel the payment hereof, an 
additional sum of ten per cent. on 
the principal hereof as attorney’s 
fees.” 

Third.—He must figure out and insert 
in the note a due date on which he can 
be morally certain of having the money 
on hand with which to pay it. If he 
cannot fix a date on which he can posi- 
tively pay the whole debt in full, let him 
cut it up into several notes with differ- 
ent maturities. In consideration to him 
for his positive agreement to pay, with- 
out fail, at maturity, let him decide for 
himself, without coercion or persuasion, 
what these due dates shall be, so long 
as they are anywhere within reason. 
The loan would probably run that long, 
anyway, so why not frankly agree upon 
it right in the note. If the note is made 
to fall due in six or eight months after 
date, it will not be eligible for redis- 
count for several months, but it will be 
no worse than it is now, and it will be- 
come eligible as soon as enough time has 
passed to bring it within ninety days of 
its maturity. 

It is fully believed that any banker 


can go carefully and thoroughly through 
his loans, and by this process create 
considerable eligible paper, and by ad- 
hering continuously to the same meth- 
ods, can steadily increase the amount of 
such paper, as the borrowers and the 
banker himself work into new habits and 
practices in regard to these loans. 

After this course of treatment has 
been administered to the loan pouch, it 
might be interesting, as a second course 
of treatment, to make a systematic com- 
parison of the large and long-standing 
loans, with the average balances which 
the makers thereof keep on deposit with 
the bank. It would not be surprising to 
find that the bank has many loans which, 
while eventually good, are of long stand- 
ing, uncertain as to their date of pay- 
ment, and whose makers keep no de- 
posit accounts worth having, or who 
give the bank practically no business 
except to borrow from it, and who 
could, consequently, with great advan- 
tage to the bank, be asked to borrow the 
money elsewhere, from some savings 
bank, mortgage company or individual, 
and pay up. They could be told to take 
plenty of time in doing this, so as to 
work no hardship or ill-feeling; in fact, 
told to fix their own reasonable time for 
doing it, but do it. With the proceeds 
of the payment of such loans, the bank 
could accumulate a line of strictly high- 
class commercial paper, of a kind that 
would instantly meet all the discounting 
requirements of the Reserve Bank. 
Such paper can practically always be 
had through the country bank’s city cor- 
respondents, and while it will not yield 
so high an interest rate as the home pa- 
per, it will be paid when due, and the 
certainty of its eligibility for rediscount, 
together with the recently reduced re- 
serve requirements, will allow that a 
larger loan line can be carried than in 
the past, which should more than com- 
pensate for any loss through the lower 
rate which such paper bears. 

The process of effectually raising the 
character of our bank loans so as to en- 
able them to measure up to the high 
standards of the Reserve Bank (they 
are also the standards of every highly 
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developed financial community of Eu- 
rope), may take a few years, but we 
have waited many years for the enact- 
ment of this law and can now well af- 
ford to devote the efforts of another year 
or so to putting into practice its funda- 


mentally sound requirements. To para- 
phrase Mr. Charles F. Lummis’ observa- 
tion about California, the trouble with 
us is that we have been given the Fed- 
eral Reserve Bank, and we don‘t know 
how to play on it. 


Wm. A. Law, Newly Elected President 
of the First National Bank, Philadelphia 





ME. WILLIAM A LAW, who has 

just been elected president of the 
First National Bank of Philadelphia, 
came from South Carolina to Philadel- 
phia in April, 1903. He was born on a 
cotton plantation in Darlington county, 
South Carolina, but spent most of his 
boyhood in Spartanburg, S. C., where 
his father, the Rev. Thos. H. Law, 
i). D., was pastor of the First Presby- 
terian Church. 

After finishing his course in Wofford 
College, where he graduated in 1883, 
Mr. Law taught school in Wilmington, 
N. C., during 1883 and 1884. He had 
studied shorthand while in college, and 
in 1884 became official stenographer of 
the Seventh Judicial Circuit of South 
Carolina by appointment of Judge Wm. 
H. Wallace. 

In 1891 he resigned this office to or- 
ganize the Spartanburg Savings Bank, 
of which he became president. Two 
years later the Central National Bank 
of Spartanburg was organized and he 
became its president, remaining there 
until he moved to Philadelphia in 1903 
to enter a larger field of activity. 

Mr. Law organized the South Caro- 
lina Bankers Association in 1901, and 
became its first president. His friends 
among the Pennsylvania bankers elect- 
ed him a member of the Executive 
Council of the American Bankers Asso- 
ciation in 1908, and in 1910 he was 
made president of the Pennsylvania 
Bankers Association. In 1914 he was 
elected president of the American Bank- 
ers Association. 


During 1910 an opportunity came to 
merge the Merchants National Bank, of 
which Mr. Law had become successively 
assistant cashier, cashier, vice-president 
and president, with the First National 
Bank of Philadelphia, which has Char- 
ter No. 1 in the National Banking Sys- 
tem. As this proposition appealed 
strongly to the business judgment 
of all concerned, it was put through, 
and Mr. Law _ became first  vice- 
president of the First National Bank, 
and upon the resignation of its presi- 
dent, Mr. J. Tatnall Lea, Mr. Law was 
elected president, effective May 1, 1915. 

During 1910 Mr. Law took an active 
part in effecting the merger of the 
Chatham National Bank with the Phe- 
nix National Bank of New York, having 
been one of the managers of a syndicate 
which bought control of the Chatham 
National Bank and afterwards bought 
the Phenix National Bank, consolidat- 
ing them under the title of the Chatham 
& Phenix National Bank of New York. 

In 1889 Mr. Law married Miss Lucy 
Lathrop Goode, daughter of Col. Chas. 
T. Goode of Savannah, Georgia, and 
they have two daughters. 

Mr. Law is a director of the Central 
National Bank and of Saxon Mills of 
Spartanburg, S. C., of the First Na- 
tioial Bank and Fire Association of 
Philadelphia, and is a trustee of the 
Polyclinic Hospital, Philadelphia. He 
is a member of the following Philadel- 
phia clubs: Racquet Club, Germantown 
Cricket Club and Huntingdon Valley 
Country Club. 











Fifty Years of Banking Service 





N April 1 William H. O'Connell, 
QO president of the Citizens’ National 

Bank, Baltimore, Md., reached the 
fiftieth anniversary of his service with 
that institution. 

Mr. O’Connell was born in Berkshire 
County, Massachusetts, in 1843. He 
located in Baltimore in 1864, entering 
the business house of his uncle, Henry 
O’Connell, who carried on an extensive 
carriage building establishment. He re- 
mained there one year, when he was of- 
fered and accepted the position of run- 
ner in the Citizens’ National Bank. This 
was on April 1, 1865, and there he has 
since remained, but has reaped the re- 
ward of his stewardship. 

The bank has always occupied the 
corner of Pratt and Hanover streets. 
When Mr. O’Connell entered its service 
he says the bank was a converted dwell- 
ing, with very restricted quarters. It 
is now one of the handsomest bank build- 
ings in the city and has expanded and 


grown in size to the extent that its 
business has increased. Mr. O’Con- 
nell was the seventh employee of the 
bank when his service commenced. This 
was its entire working force. Its 
monthly payroll was $1,800, now it has 
increased to more than $7,000 a month, 
with fifty employees. 

Mr. O'Connell has filled every posi- 
tion in the institution, from the hum- 
ble one in the beginning to that he now 
holds. His early promotions were 
rapid. For instance, he had been in 
the bank less than a year when he be- 
came a bookkeeper, in a year and a half 
he was head bookkeeper, and in two 
years paying teller. This post he held 
for more than twenty years and be- 
came one of the most expert in the city. 

Mr. O’Connell took his first executive 
position in January, 1891, when he suc- 
ceeded the late J. Wesley Guest as 
cashier. Mr. James was then president. 
During the presidency of Wesley M. 
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Oler, Mr. O’Connell was promoted to 
the vice-presidency, and on January 15, 
1908, he was elected to the presidency. 

The Citizens’ National Bank has al- 
ways maintained the confidence of the 


Won. H. 


public, and has had a most successful 
history. When Mr. O’Connell entered 
the bank’s service the deposits were but 
little more than $400,000. Now they 
are more than $12,000,000. 

During his term of service the capital 
has been frequently changed. At first 





it was $500,000; then increased to $1,- 
000,000; brought back again to $500,- 
000, and finally, during the presidency 
of Mr. Oler, it was again increased to 
$1,000,000—at which figure it now 


O’ConnELL 


PRESIDENT CITIZENS NATIONAL BANK, BALTIMORE 


stands, with a surplus of $2,000,000, or 
just double the capital. 

The dividend record of the bank has 
likewise varied since Mr. O’Connell be- 
came connected with it. But in all 
these years it has never failed to pay a 
substantial return to the stockholders. 
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It was at one time eight per cent., then 
ten per cent., then back to eight per 
cent., up to twelve, and now and for 
some years it has been paying annual 
dividends of twenty per cent., being 
ahead of any other national bank in 
Baltimore in this respect, and holding 
a record, perhaps, throughout the 
South. 

Of those who were connected with the 
bank at the time Mr. O’Connell entered 
its employ, only one man is now living 
—Robert Holland—who was formerly 
assistant cashier, but who retired from 
business some years ago. 

The Citizens’ National Bank in Mr. 
O’Connell’s career has had some of the 
strongest financial and business men of 
the city among its directors. It was 
in this atmosphere that its president re- 
ceived his training and had his banking 


judgment formed. Events have shown 
how he profited by the association. The 
present board is representative of what 
it has been in the past and will indicate 
the stamina of those who have directed 
its affairs and helped to place the bank 
in its present strong position. Its mem- 
bers are: James A. Gary, John S. Gibbs, 
Reuben Foster, William H. Gorman, 
Van Lear Black, William E. Hooper, 
William H. O’Connell, Albert D. Gra- 
ham, Norman James, Henry G. Hilken 
and William B. Hurst. 

Mr. O’Connell married his old school- 
mate, also from Berkshire County, Mas- 
sachusetts, and speaks with pride of the 
fact that they went to school together 
in the New England hills. He has three 
daughters, all married, and five grand- 
children. 


ay 


In the Savings Bank 


I watch two human lines file by, one 
long, the other short; 

And every face betrays the bitter les- 
son years have taught— 

The right to live for young and old is 
dearly bought. 


O lucky ones! There’s conscious vir- 
tue in your very backs 

As you deposit one more Dill to swell 
those guarded stacks— 

Another stone upon the wall you build 
‘gainst Fate’s attacks. 


Slowly the others pass along or patient 
stand. 

The tally of self-sacrifice clasped in 
each work-worn hand. 

Alas! The rainy day has come at last 
to all this silent band. 


So swift, so swift the savings dwindle 
down! 

In brighter days when Fortune had no 
frown 

Each entry meant one outing less or 
cheaper gown: 


But now ‘tis food and fire—and land- 
lords give short shrift; 
Gaunt longshoremen, pale girls, and 
clerks all onward drift— 
Draw from their little store, and pray 
the clouds may lift. 
* * * * * 
I watch two human lines—the courage 
high those faces hold— 
Ah, had I but Aladdin’s lamp that I 
could rub for gold, 
What joy to swell the savings in each 
book a hundredfold! 
—Ernev H. Wotrr. 


(New York Times.) 





—— 
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Modern Financial Institutions and Their 
Equipment 





For many a long year to come no bank structure will be builded anywhere in wns 
country until after those who contemplate such an undertaking have taken for model, as 
to use and beauty, the grand, solid, helpful old German Savings Institution of St. Louis, 


Missouri.—Reedy’s Mirror. 





Fine Home of the German 
Savings Institution of 


St. Louis 


HE foregoing is high praise in- 
deed, and no doubt is inspired 
partially by local pride. But a 

careful description of the building, de- 
rived largely from the same _ source 
whence the above extract was taken, 
bears out this strong statement. 

This modern bank building—repre- 
senting a high type of bank architec- 
ture both in point of beauty and serv- 
iceability—stands at the southeast cor- 
ner of Broadway and Pine street, St. 
Louis, on a lot ‘85x65 feet. The build- 
ing is one story, and from sidewalk to 
cornice has a height of fifty-two feet. 
It is in the style of the Italian renais- 
and the exterior is of North 
Carolina granite. Inside there are va- 
rious kinds of material—steel, bronze, 
marble and mahogany (although the use 
of wood is very limited )—all perfectly 
adapted to the purposes for which they 
are employed. 

You enter the building between a 
pair of noble Ionic columns, through 
splendid bronze doors, fourteen feet 
high and of more than half that width. 
Once inside, the effect is that of roomi- 
ness and of light. The latter impres- 
sion, created by the flood of light pour- 
ing through the great central dome, is 
enhanced by the white marble employed 
in the base, rising to the height of the 
windows, the white marble colonnade, 
the balustrade and the white ceiling. In 


sance, 


the counter screen there has been used 
bronze, exquisitely finished, and crystal- 
line cut glass. Besides the abundant 
space for the public and the numerous 
tellers and clerks, on the western side 
of the building are the officers’ quar- 
ters. 

The southwest corner contains the 
president’s private office, and the com- 
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NEW HOME OF GERMAN SAVINGS 


mittee room. At the left of the en- 
trance is a ladies’ private room. Im- 
mediately behind the tellers’ cages to 
the east are the money and book vaults, 
finished on the exterior with white 
marble, and with polished steel doors, 
moulded cornices and string courses 
showing through the plate glass of the 
fixtures. 

To the left of the main entrance is 
the ladies’ rest room, finished in bronze 
with obscure glass. Around the main 
room are the spaces for the employees. 
There are thirteen such spaces or cages, 
each equipped with reference to the 
needs of the particular department and 
containing devices for the storage and 
protection of books, checks, deposit 
tickets, signature cards, pass-books and 
all papers used in the conduct of bank- 
ing. The books and papers, except col- 
lateral, are kept in the cages at all 
times, the curtain cases and other de- 
vices being adequate for their protec- 
tion. This eliminates the drudgery of 
carrying everything into the vaults at 


INSTITUTION OF SAINT LOUIS 


night. This steel counter equipment 
not only saves a great deal of labor, 
but also saves vault space and construc- 
tion. The bookkeepers’ desks are fitted 
with compartments in which the books 
are kept during the night. This per- 
mits the bookkeeper to begin or leave 
his work at any time he chooses re- 
gardless of the hours for opening or 
closing the vaults. The signature- 
card cases are so arranged as to be 
accessible from two adjoining cages as 
well as the working space, but without 
giving access to either of the cages 
from the outside. The improved con- 
struction of cash-drawers is such that 
the cash-drawer located in its own case 
can be transferred to the vault each 
night and returned to its position in the 
counter each morning, without trans- 
ferring contents. This does away with 
the old method of transferring to trays. 
The working surfaces of all counters 
and desks are covered with a pliable, 
strong hattle-ship linoleum, secured at 
all edges with bronze binding. 
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THE BEAUTIFUL CENTRAL DOME, 


The cage floors are covered with cork 
linoleum, upon which is fitted at the 
base of the counter work with a bronze 
sanitary cove mould. The deal plates 
are 11, inch white novus glass and are 
placed six inches above counter tops 
giving the use of the whole counter top 
for working purposes and at the same 
time furnishing additional protection. 
The cage-work is made of ribbon-steel 
mesh and each cage is roofed. There 
is no access except through the door, 
which closes automatically. The coun- 
ter screen around the lobby is of elab- 
orate ornamental cast bronze with 
clear glass panels, artistically designed 
ind executed. The gates leading to 
the officers’ rooms are also cast bronze 
with floor checks. 

One of the beautiful features of the 


GERMAN SAVINGS INSTITUTION, ST. 





LOUIS 


interior is the check desk in the center 
of the lobby. The main supports are 
two heavy carved marble pedestals 
with two intermediate ornamental 
bronze supports upon which is placed a 
cast bronze frame eighteen feet long 
with a one-inch clear-glass top. Upon 
this top is a bronze frame with glass 
subdivisions, making the check-desk 
double faced. Inlaid ornamental panels 
on arm supports at either side and ends, 
as seen through the glass top, produce 
a very pleasing effect. There are six- 
teen sunken ink wells, eight sunken pen 
holders and six calendar cabinets, all 
cast bronze. 

The money vaults are built of heavy 
concrete and steel walls, lined with 
alternate layers of the softest steel and 
hardest Krupp steel. Money and se- 
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curities are placed in specially de- 
signed burglar-proof steel boxes with- 
in these vaults. The doors are pro- 
tected by the latest improved time locks. 
There is a duplicate of these vaults on 
the first floor immediately underneath 
them in the basement. These vaults 
are not permeable by any known burg- 
lar device. If one on either floor should 
be unlockable through temporary defect 
of mechanism it can be entered from the 
ether. Dynamite cannot blow them up. 

To the right of the entrance is an 
electric elevator communicating _ be- 
tween the basement and the mezzanine 
fioor, which is also reached by a stair- 
way in the southeast corner of the 
building. This floor is designed for the 
use of clerks and bookkeepers, and is 
well lighted and ventilated. The whole 
building is heated by steam; a direct 
system for use in extreme cold weather 
and an indirect system in which the 
air is washed and warmed in winter 
and cooled in summer. No conceivable 
comfort for employee or patron has 
been omitted in the arrangements. 
Every known time-saving device is also 
employed. The officers’ desks and va- 
rious cages and portions of the building 
are connected by a pneumatic tube sys- 
tem. A dumbwaiter communicates be- 
tween the two stories of the structure. 

There is no woodwork in the building 
except some doors of East India ma- 
hogany, some of the window frames 
and some slight interior finish on the 
upper floor. Each cage has a fireproof 
compartment for books not kept in the 
vaults. In the basement are the boiler 
and machine rooms, the duplicate vaults, 
and rooms fitted with steel shelves for 
books and papers, and there is still a 
room nearly as large as the main floor 
room for any conceivable use the future 
may develop. 

An artist must love the directors’ room 
in the northwest corner of the mezzanine 
floor, in true Elizabethan architectural 
treatment, panelled with quartered 
English oak from the floor to the semi- 
elliptical, ornamented and _ panelled 
ceiling, which springs from a_ fine 
oaken cornice. The room is further 
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adorned by built-in seats and orna- 
mental glass windows. 

We have seen how the dome gives 
light on dark days as well as bright, 
or at night, but there is other lighting 
provided. The main ceiling is lighted 
by a series of ornamental bronze stand- 
ards with alabaster globes and these 
are placed on top of the balustrade 
which encircles the mezzanine floor. 
The dome has a series of indirect lights 
concealed in the cornice, which illum- 
inate a large portion of the central 
space. The main part of the first floor 
is entirely surrounded by indirect 
lighting placed in the top of the cor- 
nices over the bank tellers. These light 
effects are designed to give proper value 
to the interior decorations in a tone ap- 
proaching white, with a slight sugges- 
tion of color worked into the back- 
ground between the ornamental por- 
tions. So are brought out the beauties 
of the light-veined Colorado Yule 
marble of the banking room. 

This beautiful structure was first con- 
ceived by Vice-President William C. 
Uhri, and gradually he brought his fel- 
low directors to cordially approve his 
idea, with the striking result herein 
described and pictured. 

Of course, the German Savings In- 
stitution is not a mere building, but 
really an institution whose edifice has 
been constructed by its thousands of 
depositors and friends. This is the fact 
in which its officers take the greatest 
pride. The building merely exemplifies 
to a degree what has been accomplished 
throughout the more than sixty years of 
the bank’s existence, for it was estab- 
lished in 1853. Four years later a ter- 
rific panic swept over the country, and 
in another four years the long and 
terrible Civil War began; then there 
were the panics of 1873, 1893, 1907, 
and finally our recent great European 
war crisis (with a few minor disturb- 
ances thrown in occasionally), but the 
German Savings Institution has with- 
stood all these shocks and is to-day 
stronger than ever in public confidence. 
Its capital is $500,000, surplus and 
profits $1,450,000, and deposits about 
$10.500,000. The large surplus fund 
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indicates a most conservative policy on 
the part of the management, for it fur- 
nishes a very strong additional protec- 
tion to depositors. 

The bank has been directed by some 
of the ablest bankers and the best busi- 
ness men of St. Louis, and the present 
are carefully continuing the 
methods upon which the solid pros- 
perity of the German Savings Institu- 
tion has been built. Those who now 
manage the bank are: President, Nel- 
son W. McLeod; vice-presidents, Louis 
Fusz, William C. Uhri, H. Hunicke and 
J. L. Johnson; cashier, E. Barklage; 
assistant cashier, W. Reimann.  Di- 
rectors: Louis Fusz, Charles A. Stock- 


officers 


strom, Otto F. Meister, William C. Uhri, 


Charles Stoffregen, Nelson W. McLeod, 
William J. Lemp, Edwin H. Comrades, 
H. Hunicke, Fred Opp, FE. Barklage, H. 


A. Trorlicht, Theodore Rassieur. 
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Fiftieth Anniversary of the 
National Exchange Bank, 
Baltimore, Md. 





OUNDED in 1865, ‘the National 
Exchange Bank of Baltimore has 
just passed its fiftieth milestone, 

and instead of showing any signs of 
age, its appearance is now more vigorous 
than ever, for it occupies a very fine 
building, has lately absorbed another 
bank—the National Howard—and its 
capital has grown from the original 
$300,000 to $1,500,000, while deposits 
exceed $5,000,000. 

Its progress has been bound up with 
the prosperity of Baltimore City and of 


those who have dealt with the bank. 





PARTIAL VIEW OF MAIN LORBY 


NATIONAL 


EXCHANGE 


BANK, BALTIMORE 
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Watvo Newcomer 


PRESIDENT NATIONAL EXCHANGE BANK OF BALTIMORE, BALTIMORE, MARYLAND 


R. NEWCOMER was born in Baltimore, September 14, 1867 ; entered business in 1889 
as an employee of the Baltimore Storage and Lighterage Co., which afterwards became 
the Atlantic Transport Company, of which he finally became secretary, resigning in 

Januar *, 1901, shortly before this company combined with the International Mercantile Marine. 
For several years Mr. Newcomer was out of business, but was elected president of the National 
Exchange Bank in January, 1906. He is a director of the Atlantic Coast Railroad, Northern 
Central Railway, and vice-president and director of the Atlantic Coast Line Company; director 
in the Safe Deposit & Trust Co. of Baltimore, Savings Bank of Baltimore and other organizations. 
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A CORNER SHOWING ENTRANCE TO SAFE DEPOSIT VAULTS 


NATIONAL EXCHANGE BANK, BALTIMORE 


From the time the bank was established 
Baltimore has advanced very rapidly in 
manufacturing, commerce and banking. 
Few cities in the United States—per- 
haps none—have established so gen- 
erally sound a reputation for their fi- 
nancial institutions as this Southern 
metropolis. 

The bank owed its origin to men of 
public spirit, who were foremost in 
citizenship and who possessed that sound 
integrity of character which has always 
permeated the management. Of such 
men were Daniel Miller, John Hurst 
and William T. Dixon, long and promi- 
nently associated in the bank’s affairs, 
and their solid worth has stamped itself 
upon the National Exchange Bank of 
to-day. 

When the great fire happened in 
February, 1904, this bank’s building 
went down amid the ruins, although the 
loss was practically nothing, being 
covered by insurance. The valuable 
contents of the vault were not injured. 
Before the fire was put out, the bank 


was transacting its usual business in a 
temporary location. In the next year 
the present modern home at Hopkins 
place and German street was completed 
and occupied. It is built of brown- 
stone, has a combined frontage on three 
streets of nearly three hundred feet, 
and is absolutely fireproof, no wood 
whatever being used in construction. 
Every detail of arrangement, materials, 
decoration and equipment conforms to 
the most modern ideas in regard to bank 
building, the vaults being an especially 
notable feature. The bank has a de- 
partment especially for ladies, and 
throughout the institution there is ade- 
quate provision for complete banking 
service. 

As will be seen from the accompany- 
ing figures, the National Exchange 
Bank has been growing steadily. 


Surplus 
Deposits. and Profits. 
| i $176,637 
. Se ee 3,882,819 616,513 
GE Sasa vaniscess 4,990,124 720,628 
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ANOTHER VIEW OF OFFICERS® QUARTERS AND TELLERS CAGES 
NATIONAL EXCHANGE BANK, BALTIMORI 
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The following figures represent the 
present position of the bank: 


Capital .......2.2scsesccsccces $1,500,000.00 
BOP icc oi soso Se sseasenacee 850,000.00 
Undivided profits ............. 106,234.22 
DEPOUES 2. oocsvccscocsessveess 5,850,894.37 
Uk. errr rrr ere 9,411,126.09 


At the head of the National Exchange 
Bank is Mr. Waldo Newcomer, whose 
successful experience in banking and 
other important financial enterprises has 
justly given him a high reputation for 
financial ability. The other officers are 
also men of long banking service. They 
are: Vice-president, Summerfield Bald- 
win; cashier, R. Vinton Lansdale; as- 
sistant cashiers, Clinton G. Morgan and 
Joseph W. Leffler. 
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As will be seen from the illustrations, 
the National Exchange Bank of Balti- 
more has the physical equipment re- 
quired for transacting banking with 
comfort, safety and speed, while the 
large capital, surplus and resources give 
the institution adequate facilities in this 
respect. 

The spirit of the bank has been 
marked by sound progress, and this 
policy animates the present manage- 
ment. 

In entering on its second half-century 
the National Exchange Bank finds its 
capital, surplus and profits and aggre- 
gate deposits much greater than ever 
before, and the bank was never so well 
prepared as now to render complete and 
satisfactory service. 
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Foreign Banking and Finance 





European 


BANK OF SPAIN. 


OR the use of the Bank of Spain 
a new bank building is to be 
erected at Seville. 


& 


THE BANK OF FRANCE AND 
THE WAR. 


"THE report of the Bank of France 

for the year 1914, says the Lon- 
don “Statist,” shows how marvellously 
well that great institution is managed, 
how high its credit stands, and what 
enormous services it renders to the 
country. 

Its total operations on account of the 
Treasury amounted on the credit side to 
£622,516,000; on the debit side to 
7 


£621,076,000—or a grand total of £1,- 
243,592,000. In 1913 the grand total 
was £549,864,000. Consequently, the 


‘ business done by the bank on account of 


the treasury was increased by the war 
by as much as £693,728,000. The dis- 
counts effected in Paris and at the 
branches and agencies include 21,958,- 
000 bills, and represented in value 
£752,080,000. The portfolio attained 
its maximum, £179,040,000, on October 
1. The portfolio in which figure bills 
created since August 4, as well as those 
previously created but not yet due, 
amounted on Christmas Eve to £10,- 
332,000. 

Of the total bills 266,256 were of 
values ranging from 5 to 10 frances, 1,- 
681,128 ranged from 10 to 50 francs, 
those between 50 francs and 100 francs 
numbered 1,062,444, and those above 
100 frances 3,822,429. The total num- 
bered 6,332,257. 

The proportion of small bills not ex- 
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ceeding £4 represents forty-seven per 
cent. of all the discounts. 

The amount of bills prolonged was on 
December 24, £139,107,332. On the 
day when the meeting of shareholders 
was held it had been reduced to £128,- 
000,000. The payment of such bills be- 
fore the time when they become legally 
due goes on continuously. And in spite 
of the new discounts the progressive re- 
duction of that part of the portfolio is 
regarded as quite satisfactory by the 
Governor of the Bank. The circulation 
of notes reached its maximum on De- 
cember 24—£401,715,989. On March 
26 it was little more than half that 
amount—£229,720,000. On December 
24 there were 2,518,075 notes of £40, 
929,329 of £20, 41,826,143 of £4, 33,- 
769,898 of £1, 14,974 of £1, 40,175,250 
of 16s., and as many as 78,034,334 of 
4s. It will be seen that there was a very 
strong demand for the small notes rep- 
resenting only 4s. of our money. 

On January 29 of last year the rate 
of discount was reduced from four per 
cent. to 314 per cent.. though the rate 
of interest was maintained at 414 per 
cent. On July 30 the rate of discount 
was raised to 414 per cent., and the rate 
of interest to 514 per cent. On August 
1 the rate of discount was further put 
up to six per cent., and the rate of in- 
terest to seven per cent. On August 





20, however, the bank found it possible 
to put down the rate of discount once 
more to five per cent., and the rate of 
interest to six per cent. 


Our readers 
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will remember that during 1913 and the 
early part of 1914 the German Reichs- 
bank, the Imperial Bank of Russia, and 
the Bank of France were all eagerly in- 
creasing their gold reserves. M. Pal- 
lain, the Governor of the Bank of 
France, tells us that at the end of 1913 
the gold held by the Bank of France 
amounted to £140,696,000, and at the 
end of 1914 it had been further raised 
to £167,340,000, being an increase dur- 
ing the year of £26,644,000. While 
this increase in the gold was going on 
there was a decrease last year in the 
silver held of as much as £11,360,000. 
So far as the Bank of France is con- 
cerned the decrease is an advantage, for 
it lessens the amount of legal-tender 
silver which that great institution has 
to keep at the par of exchange. Ac- 
cording to the latest return to hand, 
made up on January 28, the gold held 
amounted to £169,351,920. It is hardly 
necessary to add that the large addition 
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to the gold was of the highest import- 
ance to it. M. Pallain told his share- 
holders that he had not been called upon 
to make use of this vast reserve. It 
continued to increase throughout the 
year, attaining its maximum on the eve 
of Christmas Day, in consequence of 
the interior circulation and the pay- 
ments effected by foreign markets. 
France, he added, yet possesses consid- 
erable reserves of gold, and, in spite of 
passing accidents since the beginning of 
hostilities regarding her foreign cow- 
merce, she remains everywhere a cred- 
’ itor nation. Far from having to export 
gold, she has already been able to add 
to her stock. The amounts which ac- 
cumulate abroad to the credit of the 
bank give it a new power of purchasing, 
and constitute reserves of the metal sus- 
ceptible of materializing if the need 
arises. He wound up by saying that on 
the day he was addressing his share- 
holders the reserves of gold were over 
176 millions sterling. In the first half 
of 1914 there was a decrease in the sil- 
ver held of £72,000; in the second half- 
} vear the decrease amounted to as much 
as £11,296,000. In the first half-year, 
on the other hand, there was an in- 
crease in the gold held by the bank of 
‘18,332,000; in the second half-year the 
increase amounted to £7,312,000. The 
dividend for the past year is nineteen 
per cent., against twenty per cent. for 
1913, sixteen per cent. for 1912, and 
fourteen per cent. for the three previous 
years. 
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ENGLISH BANKS IN FRANCE. 


HE directors of Cox & Co., army 
bankers, and of the London & 
South Western Bank announce that ar- 
rangements have been made for a joint 
partnership in and the extension of the 
French business of Cox & Co. (France), 
Limited. The capital of this bank will 
be increased to £500,000 authorized, of 
which £200,000 will be subscribed and 
fifty per cent. paid up. The whole of 
such capital will be held equally by the 
two London banks mentioned above. 
The chief office of Cox & Co. 
(France), Limited, is in Paris, tempo- 
rary premises having been secured in 
Rue Edouard Sept, and branches have 
already been opened in Boulogne and 
Rouen. 
& 


Australasian 


BANKING RETURNS FOR 
FOURTH QUARTER 
OF 1914. 


N commenting on the banking returns 

of Australasia for the fourth quarter 

of 1914, the “Australasian Insurance 
and Banking Record” says: 


The movements during the last quar- 
ter of 1914 differ in various ways from 
those which usually take place at that 
period, the departure from the normal 
course being due to war, drought, and 
the exigencies of Government finance in 
its various forms. The wool clip has 
been a smaller one than that of the 
1913-14 season, and its realization has 
been greatly delayed in consequence of 
the war, so that the influx of new 
money usually received by pastoralists 
before Christmas has this season been 
reduced to small proportions. Compen- 
sation for this may be found to some 
extent as the season advances and fur- 
ther progress is made with the wool 
sales, though in any case the actual 
diminution of the clip is a matter which 
would reduce the rate of accumulation. 
Butter production has been smaller, but 
on the other hand the frozen meat ex- 
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port trade has made further progress 
this season. The failure of the crops 
and the necessity for purchases of seed 
wheat and fodder on the part of many 
farmers are matters which will more 
particularly affect the returns for the 
March quarter. In view of the drought 
no fresh accumulation of money of any 
importance could have been looked for 
in Australia as the result of the 1914-15 
season, and the setback thus produced 
has been accentuated by the war, which 
has checked the export trade in wool 
and metals. In contrast with Australia, 
however, is the favorable season en- 
joyed by New Zealand. The effect of 
the unfavorable Australian season has 
been to cause a greater demand for ac- 
commodation in various forms in a large 
part of the country, part of this accom- 
modation being provided thrugh trad- 
ing channels by the large wholesale 
firms as well as by means of bank ad- 
vances. Against this is to be set the 
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reduction in imports which has been in 
progress for some months past, the ac- 
tive trading demand for money being 
correspondingly diminished. As _ the 
present year advances, however, it may 
be expected that the country will re- 
quire to obtain further accommodation 
from the banks, and that those who 
have money at credit will require to 
make use of it, the latter circumstance 
tending to reduce deposits. An addi- 
tional factor is that of Government 
competition to raise money by local is- 
sues of stock or debentures. The 
strong position in which Australia was 
placed as the result of previous good 
seasons, coupled with sound methods of 
business and financial management, has 
facilitated the handling of the excep- 
tional circumstances which have had to 
be faced, and while advances have nec- 
essarily had to be closely regulated, the 
customers of the banks have been able 
to obtain all reasonable accommodation. 
Comparisons are complicated, however, 
by Government demands for assistance, 
especially in New South Wales. The 
cash holdings of the banks have reached 
the record total of 4834 millions ster- 
ling. An increasing proportion of the 
total cash held consists of Australian 
notes under the operation of the ar- 
rangement by which the banks supply 
the Commonwealth Government with 
gold in exchange for notes, but the gold 
thus supplied is in the main balanced by 
current production from the mines. 

Owing to causes stated above, the 
quarter has not witnessed the custom- 
ary increase in deposits, and for the 
first time since 1903, a decrease has 
taken place during the December quar- 
ter. An increase has taken place in 
advances, but the increase is moderate 
in comparison with what has taken 
place in some years in the final quarter, 
and but for certain Government require- 
ments the net movement would proba- 
biy have been a decrease. 

Turning to the movements for the 
year, an increase of £6,213,070 in total 
deposits is accompanied by an increase 
of £6,662,285 in total advances. The 
increase in deposits is due to the move- 
ment which took place in the early part 
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of last year, when the proceeds of the 
1913-14 season added an _ unusually 
large amount to the available supply of 


money. 


Latin-America 


CHILEAN BUDGET FOR 1915. 


"THE Chilean Congress has passed 

the budget for the current year. 
As compared with the budget of last 
year, the current estimates represent a 
decrease of $26,246,690 paper and an 
increase of $7,246,034 gold. 

On the basis of the latest available 
statistics the export tax on borate of 
lime should yield about $102,000 year- 
ly, but even with this additional reve- 
nue and the reductions effected in the 
budget the large deficit with which the 
Government was confronted at the be- 
ginning of the European war will in all 
likelihood be considerably increased. 

The inheritance-tax bill was finally 
passed by the Congress, but religious 
bequests were excluded from the inci- 
dence of the tax. 

& 


DELEGATES TO PAN-AMERICAN 
FINANCIAL CONFERENCE. 
FOLLOWING is a partial list of 

delegates appointed to the Pan- 


American Financial Conference to be 
held in Washington beginning May 24: 
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Argentina—Samuel Hale Pearson, 
Director of the National Bank; Rich- 
ard C. Aldao, former Minister of 
Finance for the Province of Buenos 
Ayres; V. Villamil and John Zimmer- 


‘man of the Buenos Ayres Chamber of 


Commerce. 

Chile—Louis Izquierdo, former Min- 
ister of Foreign Affairs; Augusto Vil- 
lanueva, Director General of the Bank 
of Chile, and Louis Aldunate. 

Bolivia—Ignacio Calderon, Minister 
to the United States; Adolfo Ballivan, 
Consul General in New York. 

Colombia—Roberto Ancizar, Secre- 
tary of the Colombian Legation; San- 
tiago Perez Triana, prominent banker. 

Costa Rica—Mariano Guardia, Min- 
ister of Finance; John M. Keith, 
banker. 

Dominican Republic—Francisco J. 
Peynado, former Minister to the United 
States; Enrique Jiminez, Minister to 
the United States. 

Nicaragua—Frederick Albert Straus, 
banker; Pedro Rafael Cuadra, former 
Minister of Finance. 

Panama—Aristides Arhona, Minister 
of Finance; Ramon Acevedo, manager 
National Bank of Panama; Ramon Ar- 
ias, Jr., vice-president of Bank of Canal 
Zone. 

Paraguay—Dr. 
Finance. 

Peru—lIsaac Alzamora, former vice- 
president; Eduardo Higgins, Consul 
General in New York. 


Ayala, Minister of 
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Salvador—Alfonso Quinones, Vice- 
President; Jose Suay, Subsecretary of 
Finance; Roberto Aguilar. 

Uruguay—Pedro Cosio, Minister of 
Finance; Dr. Gabriel Terra, member of 
Chamber of Deputies. 

Although not named in each case, the 
Latin-American Ambassadors and Min- 
isters in Washington will be ex-officio 
members of Congress. 


& 


BRITISH LOAN TO ARGENTINE 
RAILWAY. 


PECIAL Treasury consent has been 

given to the issue in London of a 
loan of £2,500,000 to the Central Ar- 
gentine Railway. The loan is in the 
form of five per cent. five-year notes. 


& 


SUSPENSION OF SPECIE PAY- 
MENTS IN URUGUAY. 


Y virtue of a law enacted on Febru- 

ary 3, 1915, specie payments in 
Uruguay are to remain suspended until 
the conclusion of peace in Europe. A 
law was promulgated on August 8, 
1914, suspending specie payments for 
six months, prohibiting for an equal pe- 
riod the exportation of coal and gold, 
and suspending execution sales for two 





THE BANKERS MAGAZINE 


months and ejections for one month. 
The general moratorium established by 
executive degree of August 2, 1914, cun- 
firmed and amplified by the law of Au- 
gust 8, 1914, and, by law of December 
24, 1914, extended until January 25, 
1915, expired by limitation on the last- 
named date. 

The amount of gold that, under the 
law of August 8, 1914, may be depos- 
ited by private banks in the Bank of 
the Republic is reduced by the law of 
February 3, 1915, from 4,000,000 to 2,- 
000,000 pesos ($4,136,000 to $2,068,- 
000). The Bank of the Republic is au- 
thorized to issue notes (gold notes) 
against gold that may be deposited in 
legations of Uruguay in foreign coun- 
tries to the credit of the Government of 
the Republic for the account of the 
Bank of the Republic. An executive de- 
gree dated February 5, 1915, contains 
the rules that are to govern the depos- 
iting of gold in the legations, the issu- 
ance by the Bank of the Republic of 
notes against these deposits, and other 
germane provisions. 


& 


BRAZIL. 


HE President of Brazil issued a de- 
cree under date of March 4, 1915, 
authorizing the Minister of Finance to 
issue bonds to the amount of 50,000,000 
milreis gold ($27,300,000) at the office 
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of the National Treasury in London. 
The bonds are to be signed by the Lon- 
don delegate of the National Treasury, 
and will have the following nominal val- 
ues: £10, £100, £500, and £1,000 
($48.67, $486.65, $2,433.25, and $4,- 
866.50). Amounts under £10 will be 
paid in currency. The London office 
will not only pay the interest due but 
will redeem the bonds. 

These bonds are the same as those re- 
ferred to in a decree of February 3, but 
some of the provisions of the earlier de- 
cree are superseded by the present plan. 


& 


PARAGDAY. 


HE law for the issuance in Para- 
guay of 35,000,000 pesos of in- 
convertible paper money provides for the 
use of 25,000,000 pesos ($1,556,250) 
to meet the obligations of the Govern- 
ment for current expenses in 1914, and 
of the remaining 10,000,000 pesos 
($622,500) to complete public works. 
Of the temporary note issue of 25,- 
000,000 pesos ($1,556,250) in August, 
1914, which was to have been with- 
drawn from circulation within twelve 
months, 15,000,000 pesos ($933,750) 
will be held permanently in circulation 


and added to the capital of the Banco . 


Agricola, a State bank, for agricultural 
loans. Thus there is an increase of 
50,000,000 pesos ($3,112,500) in the 
paper-money circulation of Paraguay, 
which now amounts to 115,000,000 
pesos ($7,158,750). 


& 


URUGDAY. 


HE Executive, under the date of 

February 20, submitted to the Gen- 
ral Assembly a bill providing for the 
raising of 5,000,000 pesos ($5,170,000) 
hy internal loan to meet the financial 
xigencies of the Government. The pur- 
noses of the loan are stated to be: (1) 
Paving salaries and current accounts; 
(2) liquidating the floating debt; (3) 
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regulating the situation of the financial 
commission of the port of Montevidev. 


& 
Asiatic 


NEW CHINESE GOVERNMENT 
SAVINGS BANK. 


ON February 21 the formal opening 
of the Sin Hua Savings Bank took 
place in its new building at Lang Fang 
Tou Tiao, at Peking, and the ceremony 
was attended by Mr. Chow Tzu-chi, 
Minister of Finance; Mr. Liang Shih-yi, 
director of the Shuiwu Chu; Mr. Yih 
Kung-chio, Vice-Minister of Communi- 
cations, and other high officials. 

This bank was opened on October 23, 
1914, and a temporary office was estab- 
lished at Mei Shih street. The success 
of the enterprise has been beyond the 
expectation of all the directors and its 
promoters. It has been found that up 
to date an amount of more than $4,- 
000,000 (about $2,000,000 U. S. cur- 
rency) savings deposits have been re- 
ceived, and it is expected more business 
will be transacted after its removal to 
the present building. 


& 


REPORT OF BANK OF JAPAN. 


HE sixty-fifth regular meeting of 

the Bank of Japan was held at the 
bank’s premises on February 20. The 
following accounts for the second half 
of the year 1914 were presented and 
passed: 


Net profit .....cccccccccccvcces $1,393,193 


Brought forward from last term 1,094,186 

RO he acs ddveenaenraeas 2,487,379 
Te Dock Gua tnsis nd poe seen 249,000 
Special reserve ..........-..+. 4.980 
Bonuses to officials.............. 88,166 
First dividend (6 per cent per 

GMMUM) 2.00 ccscoreccccevcces 565,250 
Second dividend (6 per cent per 

QNNUM) ...ccccccccccccccceses 565,250 
Carried to next term............ 1,029,733 


The Viscount Mishima, Governor of 
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the bank, made the following statement 
about its operations: 

“On July 1 last two branch offices of 
this bank, one at Niigata and the other 
at Matsumoto, were opened for business. 
This almost synchronized with the out- 
break of hostilities in Europe, an effect 


of which was the necessity for making 
an unusually large amount of advances 
against raw silk. The establishment of 
a branch office at Matsumoto was just in 
the nick of time, and so financial facili- 
ties for the district of Shinshu were en- 
hanced.” 


Banking and Financial Notes 











tau Az 
ee 
Cur firstFresident 


Merchants National Bank 


RICHMOND, VA. 
Capital . . . $200,000 
Surplus and Profits over 1,000,600 


The Gateway to and Collection 
Oenter for Southeastern States 


Send Us Your Items 


“ON TO RICHMOND” 








EASTERN STATES 
New York City 

—Announcement was made on April 

5 by the Guaranty Trust Company that 


Fred Ellsworth, in charge of the depart- 
ment of new business in that institution, 


had been made an officer of the com- 
pany with the title of publicity manager. 

Mr. Ellsworth began his bank work 
as a messenger in the First National 
Bank of Chicago on February 2, 1892, 
and worked up through the various de- 
partments until he was made manager of 
the department of advertising and new 
business in 1905. 

In December, 1910, he became asso- 
ciated with the Guaranty Trust Compa- 
ny of New York as advertising manager, 
since which time he has built up one 
of the most complete and efficient de- 
partments of this kind in existence. 

In making the title of publicity man- 
ager an official one and enlarging its 
scope, Mr. Ellsworth has been given full 
charge of new business, bank relations, 
general service, advertising and publici- 
ty of the company. 

Mr. Ellsworth has been an active 
member of the American Institute of 
Banking. He was a charter member of 
Chicago Chapter, and in 1906 was its 
vice-president. In 1907 he was elected 
president. In 1913 he was elected a 
member of the Board of Governors of 
New York Chapter. At almost every 
national convention of the Institute, he 
has represented either Chicago or New 
York Chapter. He has contributed 
many articles on banking, bank adver- 
tising, new business and the claims of 
the Institute to the various banking and 
financial periodicals throughout the 
country during the past few years and 
has made many addresses before bank- 
ers’ conventions on the same subjects. 
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Frep W. Eviswortu 


PUBLICITY MANAGER GUARANTY TRUST 
COMPANY, NEW YORK 


He is very justly regarded as an au- 
thority on building up the business of a 
bank, 


President George C. Van Tuyl, Jr., 
of the Metropolitan Trust Company re- 
cently celebrated the completion of his 
first year as head of that institution. 
The members of the office force extended 
to President Van Tuyl their hearty con- 
gratulations for his success in bringing 
the company to the largest line of de- 
posits and total assets attained at any 


8 


time in the thirty-four years of its his- 
tory. 

Besides extending their congratula- 
tions, they presented Mr. Van Tuy] with 
a large jardiniere of American Beauty 
roses. With the flowers was a note 
signed by all the employees of the com- 
pany tendering their best wishes for the 
future, and reading in part as follows: 

“We also take this opportunity to ex- 
press our gratitude for the generous 
treatment accorded us, and wish you to 
know that we are all ‘pulling’ with you 
to the one end—Success for the Metro- 
politan Trust Company.” 

President Van Tuyl made an appro- 
priate acknowledgment to the donors, 
saving he was happy to be the recipient 
of the good wishes of his fellow workers. 


—The Bank of Long Island an- 
nounces that it will shortly erect a $50,- 
000 building on the Queensboro Bridge 
Plaza. A plot has been secured on the 
north side of the plaza, between Jackson 
and Hunter avenues. The building will 
be a one-story structure, devoted entire- 
ly to the business of the bank. 

There are now five banks on the plaza, 
which is known as the Wall Street of 
Queens Borough. 


—Under the title of “An Hour in a 
New York Savings Bank,’ Charles L. 
Seibert has told in a very interesting 
way of the detail work in an institution 
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of this kind, and the story has been 
printed in pamphlet form by the 
Greenwich Savings Bank. 


A branch of the Corn Exchange 
Bank will be established at Lexington 
avenue and Sixtieth street. 


—‘Ships and Shipping of Old New 
York” is the title of a handsomely 
printed and illustrated historical bro- 
chure issued by the Bank of the Man- 
hattan Company. It gives a great deal 


of well-told information about the city's 
early maritime activity—something of 
timely interest just now when there is so 
much discussion of our mercantile ma- 
rine. 


—The Guaranty Trust Company an- 
nounces that L. S. Critchell and Arthur 
R. Jones have each been made assistant 
secretaries of the company. 


—Henry Parish, president of the 
New York Life Insurance and Trust 
Company for over forty-four years, has 
been elected chairman of the board of 
trustees of the company. Walter Kerr, 
vice-president since 1889, has succeeded 
Mr. Parish as president. 

The change in the presidency is coin- 
cident with the rounding out of eighty- 
five years’ existence of the trust compa- 
ny—one of the two oldest companies in 
this city. The New York Life Insur- 
ance and Trust Company has had a very 
interesting history and occupies a 
unique position among banking institu- 
tions. Perhaps more than any other 
trust company, it has steadfastly ad- 
hered to the transaction of an essentially 
trust business and has never attempted 
to enter the field of commercial bank- 
ing. It has never accepted corporation 
or railroad trusts, but has contented it- 
self with acting in all fiduciary capaci- 
ties for individuals. It also acts for in- 
stitutions of charity, religion and learn- 
ing. After 1840, when the great mutual 
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Vault Filing Equipment on the UNIT Plan 


Our facilities and experience enable us to properly equip a 
vault complete fora bank of any size. The Baker-Vawter 
Unit plan enables the small bank to install one section at a 
time and add to it as its growth demands. 
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Baker-Vawter Sections are built for service—not to fit a 
price. Ask for catalogue. 
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companies started, the company practi- 
cally gave up its life insurance business. 
It does a considerable business in an- 
nuities, a demand for which is rapidly 
increasing in this country. The com- 
pany does not deal in securities, nor has 
it ever been a member of a syndicate. It 
loaned, however, $2,500,000 in gold out 
of its vaults to the bankers who agreed 
to furnish the United States Treasury 
with $50,000,000 of gold during the 
close of the Cleveland Administration. 


—The April issue of “Chapter 
Notes,” which is the monthly paper of 
New York Chapter, A. I. B., reveals 
the following nominations for officers for 
the ensuing year: 


For president, J. A. Seaborg of the 
Bankers Trust Company. 

For Ist vice-president, B. P. Robbins 
of the National Park Bank. 

For 2nd vice-president, C. F. Man- 
chon of the Union Exchange National 
Bank. 

For treasurer, L. H. Ohlrogge of the 
National Park Bank. 

For chief consul, B. S. Miller of the 
Chemical National Bank. 

For secretary of the board of consuls, 
P. B. Menagh of the National Newark 
Banking Company. 

Fifteen nominations have been made 
for governors for three-year terms to ex- 
pire June 1, 1918. Ten of the nomi- 
nees will be elected to membership at 
the annual meeting May 13. 

Through the committee on public af- 
fairs, thirteen of the forty-two lectures 
asked for by the principals of the vari- 


ous city high schools have been deliv- 
ered by Messrs. Kniffin, Wolfe and 
Ellsworth. The subjects covered were 
of practical value to young men intend- 
ing to enter the banking business. 

Examinations for registered students 
in the three courses, which have been 
carried on during the past year, were 
held late in April and early in May, 
and it is expected that a larger number 
of men will pass the tests than ever be- 
fore. 

The Cannon prize of $25 in gold for 
the best paper on “The Probable Effect 
of the Federal Reserve Act on New 
York City as a Banking Center” has at- 
tracted a number of students, whose pa- 
pers will undoubtedly reveal many orig- 
inal thoughts on the subject. 


@ 


—The Farmers Banks of Delaware, 
Wilmington, which is more than 100 
years old, has recently completed a very 
handsome modern building of the classic 
type of architecture. 


—Elliott C. McDougal, president of 
the Bank of Buffalo, and former presi- 
dent of the New York State Bankers 
Association, has been elected president 
of the Commonwealth Trust Company 
of Buffalo, the controlling interest in 
which has been acquired by the Bank of 
Buffalo. Regarding this change, the 
Commonwealth Trust Company made 
the following statement: 


“The board of directors of the Com- 
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A Maine Banker 
finds Collins Service 


the most satisfactory in 
all his quarter century’s 
banking experience. 
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affiliation with this Organi- 
zation of Specialists, he 
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monwealth Trust Company announces 
the election of Elliott C. McDougal as 
its president. 

“FE. O. McNair, who until recently 
was the president of the company, felt 
compelled to resign because of contin- 
ued ill health. His resignation was ac- 
cepted with deep regret. 

“The reputation of Mr. McDougal as 
a banker is so well known, it is unnec- 
essary to make further reference to it 
and the board of directors congratu- 
lates its stockholders on being able to 
secure for them as their president a 
banker of Mr. McDougal’s recognized 
ability.” 

For the Bank of Buffalo, Mr. Mc- 
Dougal issued this statement: 

“Some weeks ago the directors and 
leading stockholders of the Common- 
wealth Trust Company of Buffalo in- 
vited me to accept its presidency on ac- 
count of the ill health of its former 
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president, Mr. McNair, who desired to 
resign. 

“After carefully examining the trust 
company, I unhesitatingly recommend- 
ed to my associates in the Bank of Buf- 
falo the purchase of a majority of its 
stock. 

“Close association of the two institu- 
tions under one single management ma- 
terially strengthens the banking situa- 
tion in Buffalo.” 

The last statement of the Common- 
wealth Trust Company showed resourc- 
es of $8,800,000. The capital stock is 
$500,000. There is a surplus of $275,- 
000 with deposits of $8,000,000. 

The Bank of Buffalo has resources of 
$17,700,000. The capital is $1,000,- 
000. There is a surplus of $1,000,000 
and the deposits now reach $15,000,000. 

Mr. McDougal, besides being a for- 
mer president of the New York State 
Bankers’ Association, was chairman of 
the commission appointed a short time 
ago to revise the banking laws of the 
State. He has taken an active interest 
in preserving and improving the New 
York banking system. 


& 


—At Pittsburgh there was recently 
formed the Tri-State Association of 
Foreign Exchange Bankers and Agents, 
with a membership of over 100. Wm. 
F. Benkiser of the First-Second Na- 
tional Bank, Pittsburgh, was elected 
president of the association. 
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Stockholders of the Philadelphia 
Trust, Safe Deposit and Insurance Com- 
pany are of the opinion that Philadel- 
phia Trust Company would be a shorter 
and better title. 


—The Twenty-second Street Bank, 
capital $100,000, has applied for au- 
thority to organize at Philadelphia. 


7 
NEW ENGLAND 


—The Haverhill National Bank of 
Haverhill, Mass., will move into its fine 
new bank building sometime in June. 
The new building, besides the spacious 
banking rooms on the first floor, has six 
stories of offices which are now being 
rented. The Haverhill National makes 
a specialty of collecting commodity 
drafts secured by bills of lading. On 
April 15 last it had deposits of $1,753,- 
578, loans and discounts of $1,225,183, 
and total resources of $2,606,103. 
John E. Gale, president, and Benjamin 
I. Page, cashier, are the active officials 
of the bank. 


—The City Bank and Trust Co., 
Hartford, has purchased the property 
formerly occupied by the Charter Oak 
National Bank, and will eventually oc- 
cupy it as a banking home. 


—Rhode Island bankers formed a 
State association at a dinner given at 
the Turk’s Head Club, Providence. on 
the evening of April 7. After the adop- 
tion of suitable constitution and by-laws 
these officers were chosen: | President, 
William P. Goodwin, of the Peoples’ 
Saving Bank of Providence; vice-presi- 
dent, S. P. Cook, of Woonsocket; treas- 
urer, H. L. Wilcox, of the National 
Bank of Commerce, Providence. The 
secretary is to be elected by the ex- 
ecutive council. 

The following members were chosen 
to the executive council: For one year— 
Charles Perrv, of Woonsocket; Andrew 
E. Jenks, of Providence. For two years, 
—Herbert J. Wells, of Providence; Ed- 
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Capital, $1,000,000 Surplus, $600,000 


Located at the “‘Gateway of the South’’ 


Having been established as The State Bank of Virginia 45 years ago, 
we have served continuously financial institutions in all parts of the 
South. This long period of successful service has resulted in a bank- 
ing equipment that is unexcelled at 


Richmond, Virginia 


Another result of handling the accounts of Southern Bankers for 
these many years is that we know accurately the needs of financial in- 
stitutions located in Southern States. Your Southern business solicited. 
Direct routing of items our specialty. Correspondence cordially invited, 


National State and Gity Bank 


WM. H. PALMER, President 





JOHN 8S. ELLETT, Vice.President 
J. W. SINTON. Vice-President 


JULIEN H. HILL, Cashier 


WM. M. HILL, Vice-Presidcnt 





ward A. Brown, of Newport. For three 
years—H. Martin Brown, of Provi- 
vidence ; Robert W. Taft, of Providence. 
The association was organized for the 
protection and general welfare of the 
banking interests of Rhode Island. 


-~Property has been leased by the 
Manufacturers’ National Bank, Lynn, 
Mass., into which the bank will remove 
as soon as improvements are completed. 
The growing business of the bank ue- 
cessitated larger and better quarters. 


-By an amendment of the savings 
bank insurance law of Massachusetts, 
the savings banks in that state may 
now issue life insurance policies for 
$1,000. These have hitherto been lim- 
ited by law to policies not exceeding 
$500. As there are four banks engaged 
in the life insurance business the largest 
amount of insurance which any indi- 
vidual could secure has been $2,000, or 
$500 in each bank. Now this amount 
has been doubled, and a total insurance 
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of $4,000 may be applied for by any 
resident of Massachusetts. 


—Formal opening of the new Security 
Trust building, Lynn, Mass., took place 
on April 1, and crowds of admiring visit- 
ors thronged the fine structure. In 
honor of the occasion the Security Trust 
Company received a number of hand- 
some floral pieces from Boston, New 
York and other correspondents. 


& 


SOUTHERN STATES 


—The vacancy in the presidency of 
the Citizens’ Bank and Trust Company, 
Tampa, Fla., caused by the recent death 
of John Trice, has been filled by the 
election of Dr. L. A. Bize to that posi- 
tion. Dr. Bize has lived in Tampa for 
eighteen years, following his profession 
as a physician, in which he has been 
highly successful. He is a large stock- 
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holder in several banks and _ business 
enterprises, and is well qualified to 
carry on the management of the bank 
along the lines developed by Mr. Trice, 





Dr. L. A. Bize 
PRESIDENT CITIZENS BANK AND TRUST CO., 
TAMPA, FLORIDA 


and which gave the bank a solid repu- 
tation in its community. 

The other officers of the Citizens’ 
Bank and Trust Company are: Vice- 
Presidents, C. E. Alben and E. M. Hen- 
dry; cashier, W. W. Trice; assistant 
cashiers, D. H. Laney and W. W. 
Blount. 


—When the Alabama bankers meet 
at Birmingham May 10-12 for their 
twenty-third annual convention, they 
will be addressed by a number of promi- 
rent bankers and public officials. Among 
them will be W. P. G. Harding of the 
Federal Reserve Board and M. B. Well- 
born, agent of the Atlanta Reserve 
Bank. Other notables who will appear 
before the association are Hon. Oscar 
W. Underwood, Governor Henderson, 
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Western National 
Bank 


PITTSBURGH, PENNSYLVANIA 


Capital 
$1,000,000 


Surplus and Profits 
$475,000 


Resources 


$7,000,000 


CHARLES McKNIGHT, President 
D. G. STEWART, Vice-President 
GEORGE 8. MACRUM, Vice-President 
H. C. BURCHINAL, Cashier 
RALPH V. HUKILL, Assistant Cashier 
GEO. H. GERWIG, Assistant Cashier 
B. J. McCONNELL, Secretary 





This bank is throughly equip- 
ped to handle all business per- 
taining to banking, and invites 
the accounts of banks, corpora- 
tions, firms and individuals. 

Special attention given to col- 
lections and offers every facility 
and the attention of its officers 
of long experience in the treat- 
ment ofall items entrusted to it. 

We make a specialty of hand- 
ling Pittsburgh and Western 
Pennsylvania items in bulk. 
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The 
Old National 
Bank 


of SpoKane 


ITH direct connections in 
every banking point tbrough- 
out the ‘‘Inland Empire” — 
a region three tiwes the size of 
Alabama, of which Spokane is the 
financial and railroad center — The 
Old National has the facilities to 
collect your Pacific Northwest 
items with exceptional economy 
and dispatch. 


OFFICERS 
D. W. TWOHY, President 
T. J. HUMBIRD, Vice-President 
W. D. VINCENT, Vice-President 
J. A. YEOMANS, Cashier 
Ww. J. SMITHSON 
@. H. GREENWOOD J. W. BRADLEY 
Assistant Cashier 


RESOURCES : $13,000,000 
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Dr. George H. Denny, Prof. P. G. Hol- 
den of Chicago, and Mrs. G. H. Mathis 
of Gadsden. 

Aside from the usual routine business 
the most important matter to come be- 
fore the convention will be the consid- 
eration and discussion of the part which 
State bankers will take in the campaign 
which is designed to follow up the re- 
cent crop diversification work in the 
State by the International Harvester 
Company. The association has given 
the work its approval and will consider 
ways and means of furthering it. 


—Abe Meyer was born in Alsace- 
Lorraine, and came to Shreveport in 
1872. 

When quite a young man he engaged 
in the grocery business, and also in the 
live stock business, and by his ability 
and high standard of dealing made a 
considerable fortune, which he invested 
in real estate. He retired from busi- 
ness about twelve years ago, in order to 





Ase Meyer 


VICE PRESIDENT COMMERCIAL NATIONAL BANK 
SHREVEPORT, LA. 
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attend to his investments, and, to a cer- 
tain extent, rest from his arduous la- 
bors. 

S. G. Sample is a native Louisi- 
anian. He was born in DeSoto Parish 
and resided there during his entire 
childhood. 


Early in life he took hold of the busi- 





S. G. SamPLe 
VICE-PRESIDENT COMMERCIAL NATIONAL BANK 
SHREVEPORT, LA. 

° 


ness of his father, O. H. P. Sample, 
end made a remarkable success. <A 
greater portion of the money which he 
made he invested in land in DeSoto 
Parish, which has since become very 
valuable oil-producing property, giving 
Mr. Sample a large royalty each month. 
He is also interested in a number of 
other enterprises in Shreveport and 
\lansfield, and is a man of considerable 

ins. Mr. Sample was elected a di- 
ctor of the Commercial National Bank 
i Shreveport on the death of his father. 


~The Federal Reserve Board has ap- 
ved a system for the collection of 


Resources 


$ 10,000,000.00 


If intelligent hand- 
ling of items and low 
rates appeal to you 
send us your Buffalo 
business 


THE 


PEOPLES 


OF 
BUFFALO 


Try our Service 


and you will be entirely 
satisfied 


A. D. BISSELL, President 
Cc. R. HUNTLEY, Vice-Pres. 
E. H. HUTCHINSON, Vice-Pres. 
E. J. NEWELL, Vice-Pres. 
HOWARD BISSELL, Cashier 
Cc. G. FEIL, Asst. Cashier 
A. J. ALLARD, Asst. Cashier 
G. H. BANGERT, Asst. Cashier 
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The American National Bank 


Capital . . 


ae a eo a ee a ee lhl 
Surplus and Undivided Profits. 185,000.00 
2,300,000.00 


Total Resources ..... 


J. W. SEFTON, Jr., President 
Cc. L. WILLIAMS, 1st Vice-Pres. 
I. ISAAC IRWIN, 2nd V-Pres. T.C. HAMMOND, Asst. Cash. 


A new building, the best equipment, an able and experi- 

enced staff of officers and employes—theee are some of the 

things that enable us togive excellent service to customers 
and correspondents. We are thoroughly familiar with invest- 
ment opportunities in this prosperous region and cordially in- 
vite correspondence in regard to them. 


SAN DIEGO, CAL. 


L. J. RICE, Cashier 








checks on member banks of the district 
centered in the Federal Reserve Bank 
of Richmond, and similar methods will 
be introduced shortly by the other Re- 
serve Banks. In its present stage of de- 
velopment the plan calls only for intra- 
district collections, that is, for the col- 
lection of checks and drafts received 
from and drawn on member banks in the 
Richmond district. 

The system is not intended to super- 
sede the exchange of checks through 
local clearing houses. Wherever collec- 
tions are being made more quickly or 
economically, as, for example between 
nearby cities, by direct interchange be- 
tween the banks of the section than 
would be possible under the proposed 
plan, it is expected that such relations 
will be continued. 

These are some of the rules and re- 
quirements governing the operation of 
the collection system. 

1. Each member bank joining the sys- 
tem authorizes the Federal Reserve 
Bank of Richmond to charge immediate- 
ly on receipt against its account, sub- 
ject to payment by such member bank 
at its banking house, checks and drafts 
drawn upon it payable upon presenta- 
tion deposited by other member banks 
which have joined the collection sys- 
tem. 

2. The member bank undertakes to 
provide the Federal Reserve Bank of 
Richmond with sufficient funds to offset 
the items which may be charged against 
its account under the collection sys- 
tem so that the reserve balance re- 
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quired to be kept in the Federal Re- 
serve Bank of Richmond shall remain 
unimpaired on the books of the Federal 
Reserve Bank. The amount of such 
funds needed must be determined by 
experience to be gained from actual 
operation. 


3. Checks and drafts payable on pre- 
sentation drawn on any member bank 
in District 5 which has joined the col- 
lection system will be received for im- 
mediate credit subject to final payment, 
but only from such member banks as 
have joined the collection system. Items 
marked ‘‘Payable if desired” at either 
a member bank or a non-member bank 
will not be received unless drawn on a 
member bank which has joined the col- 
lection system, in which case they will 
be charged to the membér bank at which 
they are made “Payable if desired.” 

4. All items received before 1 o'clock 
P. M. (except on Saturday, when the 
hour will be 11 o’clock A. M.) will be 
credited on the day of receipt. Items 
received after these hours will not be 
credited until the following business 
day. Items on member banks in Rich- 
mond received after the Clearing 
House hour—10:30 A. M., Saturdays 
9:15 A. M.—will be credited subject to 
payment through the Clearing House 
on the next business day. All items 
except those payable through the Rich- 
mond Clearing House will be mailed 
at the close of each business day to the 
member banks on which they are 
drawn. Member banks must advise the 
Federal Reserve Bank of Richmond on 
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the day of receipt that such items have 
been received and credited. Unpaid 
items, not subject to protest, must be 
returned on the day of receipt; pro- 
tested items must be returned not later 
than the next business day after re- 
ceipt. Returned items will be credited 
to the account of banks on which they 
are drawn and charged to the account 
of and returned to the banks from 
which received. Unpaid items must not 
be held for any purpose whatsoever 
except for immediate protest. 

The Federal Reserve Bank of Rich- 
mond will act only as collecting agent 
of the sending bank, according to the 
rules, and will assume no responsibility 
other than due diligence until the funds 
are actually in its hands. The bank is 
authorized to send such items for pay- 
ment direct to the bank on which they 
are drawn, or to forward them for col- 
lection to any other agent at its dis- 
cretion. Member banks which do not 
join the collection system at the time 
of its inauguration may do so upon due 
notice at a later date, and those who 
enter may retire upon thirty days’ no- 
tice. 

No exchange charge will be made nor 
will any be paid by the Richmond Bank 
for a time, at least, after the system 
has been approved by the member 
banks. If a charge is found necessary 
later, it will be imposed after due no- 
tice and will not be retroactive. All 
items forwarded to the Federal Reserve 
Bank of Richmond must be indorsed 
without restriction to the bank’s order 
with all prior indorsements guaranteed, 
and show on each side of the indorse- 
ment the American Bankers’ Associa- 
tion transit number in prominent type. 

“The collection system outlined here- 
in,” says a letter sent by the Rich- 
mond Bank to its members, “is offered 
by the Federal Reserve Bank of Rich- 
mond as the first step in the improve- 
uent of present methods of collecting 
checks within its district. It is the 
result of! much consideration on the 
part of the Directors and officers of this 
bank and of many conferences of the 
Governors of the various Federal Re- 
serve Banks. The plan has been au- 


Utah Savings & 


Trust Company 
Salt Lake City, Utah 


General Banking—Trust—Bonding 
Title Insurance—Safety Deposit Vaults 


Capital . $300,000 
Surplus & Profits, 40,000 


OFFICERS: 
W. S. MeCornick, 
President 
Anthon H. Lund, 
Vice-President 
Geo. Albert Smith, 
Vice-President 


F. M. Michelsen, 
Cashier 


Facilities for thorough 
Banking service. 
Expeditious and intelli- 
gent handling of collec- 
tions throughout this in- 
ter-mountain country. 


25 Years Old 


thorized by the Federal Reserve Board, 
and substantially similar systems of 
intra-district collection will be intro- 
duced by all other Federal Reserve 
Banks. The system will be subject to 
such modifications or extensions as ex- 
perience may show from time to time 
to be necessary or advisable.” 


—The Texas Women Bankers’ Asso- 
ciation, which is the only organization 
of its kind in the United States, has 
inaugurated a campaign of banking 
education among the women of Texas. 
At the suggestion of Miss Lefler Cor- 
bitt of Austin, president of the asso- 
ciation, the different members will write 
articles on subjects relating to different 
features of banking with the view of 
widening the knowledge of the women 
customers of financial institutions. 


—Nashville, Tenn., has been desig- 
nated as a reserve city by the Federal 
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Capital $3,750,000.00 


judgment and integrity. 


to be helpful are at your service. 





NATIONAL BANK 
TRUST&SAVINCSCO. — 


CLEVELAND, OHIO 


Resources over $53,200,000.00 


Our institutons offer complete banking and trust company facilities. 
Our officers and directors are all successful men—well known for their experience, 


Their interest in these banks extends to all who deal with them. 
Large resources, perfect banking organization and equipment, and a genuine desire 


Deposits $45,500,000.00 

















Reserve Board, under authority granted 
by the Federal Reserve Act. 


-—The West Virginia Bankers’ Asso- 
eiation will hold its annual convention 
at White Sulphur Springs, July 15 and 
16. J. S. Hill is secretary of the asso- 
ciation. 


—Texas bankers who make a prac- 
tice of loaning money to farmers have 
adopted, for their own protection and 
for the guidance of borrowers, what is 
known as a “crop rate sheet for safe 
farming and bank credit.” Taking a 
forty-acre, two-horse farm as a unit, 
this sheet states the live stock and the 
quantity of food and feed crops neces- 
sary to support on such a farm a family 
of five. The prospective borrower is re- 
quested to state in the same way the ac- 
tual system followed on his own farm. 
The cleser the actual practice 
approaches the system outlined in the 
rate sheet, the better is the farmer's 
credit. 

The bankers consider that the follow- 
ing arrangement is a safe basis for bor- 
rowing and for loaning money: 

Foed Crops: Number of pigs and 
weight—four pigs for 1,000 pounds of 
pork; number of laying hens—50 lay- 
ing hens or equivalent in other poultry ; 
number of milk cows—two cows, one in 
milk constantly; area in vegetable gar- 
den—one acre for constant supply fresh 
vegetables and canning; cowpeas and 
other beans—to be grown in corn; area 
sweet potatoes—!, acre; area for syrup 
14—acre sorghum or sugar cane; 
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pumpkins and cushaws—to be planted 
in corn for good food and feed; pasture 
—114-acre pasture. For winter pas- 
ture sow a grain between the cotton 
rows. 

Feed Crops: Acres corn with cow- 
peas, corn shocked—240 bushels on 12 
acres, at 20 bushels per acre, 48 bushels 
cowpeas, at 4 bushels per acre, corn 
stover, 4 tons; acres in hay crops—1244 
tons, 5 acres sorghum, Sudan or other 
hay. 

Total acres food and feed—20 acres. 

Cotton, Money Crop: Acres in cot- 
ton—20 acres; total acres in crops—40 
acres, two-horse farm, stock and food 
for the family. For the purpose of the 
rate sheet, it is assumed that the vield 
of cotton will be one-third of a bale per 
acre, and of corn 20 bushels per acre. 
A farm managed in this way will yield, 
according to the bankers, an income of 
$664.78, with cotton at 8 cents a pound, 
and of $698.08, with cotton at 10 cents 
a pound. On the other hand, the all- 
cotton farm, with the same prices for 
cotton, will have an income of only $460 
or $560. 

In drawing up these estimates the la- 
bor factor is not considered, although 
the all-cotton farm probably requires 
more than the food and feed farm. 
Furthermore, the fact that 20 acres of 
cotton can be worked more carefully and 
a greater vield per acre secured than 
10 acres is not taken into account. It 
is probable, however, that when only 
20 acres are planted to cotton a yield 
of one-half a bale, instead of one-third, 
could be secured. The food that the 
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The National Cattle Loan Company 
NATIONAL STOCK YARDS, 
Capital, $200,000.00 


Sells over its endorsement loans made by responsible 
cattle men, secured by cattle inspected by our own 
representatives to banks wishing safe, 
liquid investments. 

CORRESPONDENCE INVITED 


AT THE ST. LOUIS NATIONAL STOCK YARDS 


ILLINOIS 


short-time, 





food-and-feed farmer grows for his own 
use is credited to him at the same price 
that the all-cotton farmer would have to 
pay for it. The objection that this food 
may be more than the farmer’s family 
needs is answered by the fact that some 
of the products may be exchanged for 
flour, sugar, etc., or that the excess 
quantity may be sold or converted into 
more live stock. 

In sending out this rate sheet with 
the accompanying tables showing the in- 
comes from the all-cotton and the cot- 
ten food and feed farms, the Texas 
Bankers’ Association declares that the 
statement it is asking the farmers to 
make is a similar one to that required 
of all merchants seeking loans. 

The system adopted as a basis for 
credit is not, of course, to be consid- 
ered as inflexible or as applicable to 
every section of the cotton States. It 
does, however, serve as a valuable guide 
for determining to what extent the farm- 
er is conducting his business on sound 
principles. It is pointed out that no 
bank ever cares to foreclose on mort- 
gages, and that it is most important, 
therefore, to have some means of judg- 
ing of the borrower’s ability to meet his 
obligations. 


—Oscar Wells, who retired a short 
time ago as Governor of the Federal 
Reserve Bank of Dallas, Tex., to be- 
come president of the First National 
Bank, Birmingham, Ala., was presented 
recently with a silver loving-cup thus 
inscribed: “Presented to Oscar Wells, 
first Governor of the Federal Reserve 


Bank of Dallas, by the board of direc- 
tors and officers. Dallas, Texas, March 
2, 1915.” 


—North Carolina bankers will hold 
the annual convention of their State As- 
sociation at Wrightsville Beach, near 
Wilmington, June 22-24. 


—Frank F. Hill succeeds the late S. 
P. Read as president of the Planters’ 
Bank and Trust Co., Memphis, Tenn. 
Mr. Hill was vice-president at the time 
of Mr. Read’s death. 


—L. C. Humes is president of the 
newly-organized Memphis Chapter of 
the American Institute of Banking. 


—Here are some interesting facts 
about banking in Dallas, Texas, from 
the “Evening Journal” of that city: 


Approximately 67,000 individuals 
and firms in Dallas have “money in the 
bank.” A significant feature of the 
business and financial history of the city 
for the last year is the return to thrift 
—as indicated by the reports of the 
cashiers of the five national and five 
State banks, showing a decided increase 
in the number of bank depositors. 

The business progress of Dallas 
since April 1, 1914, has been intensive 
rather than extensive—in better meth- 
ods, rather than in greater volume. If 
vast increases have not been made, vast 
savings have been effected by stopping 
“leaks” and in wise economies. One 
dollar has been made to do the work 
of two. 
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Miners Bank, Joplin, Mo. 


e relative to opportunities and investments, the advan- 
a of Joplin as a ee point, etc. Accounts and collections also invited. 


Capital, $100,000 Surplus, $100,000 Deposits, $950,000 








When the war broke, business in Dal- 
las was jerked up with a sudden jar. 
Men and firms began to take stock. 
Every man studied his financial condi- 
tion. Thrift superseded care-free com- 
placence that had come of making 
money fast. Today Dallas business has 
profited by finding itself. 

The Federal Reserve Bank of the 
Eleventh District, at Dallas, is closely 
identified with the business history of 
the vear. The second issue of “The Eve- 
ning Journal,” April 2, 1914, carried 
the announcement of the location of the 
bank at Dallas. Opening its doors Nov. 
16, 1914, the institution has gone far 
toward stabilizing credit—thereby serv- 
ing its intended purpose. The city 
awoke to the fact that business is done 
en credit rather than money. It was 
not money but credit that was threat- 
ened. The Federal Reserve Bank made 
firmer that precious and unseen fabric 
of the city’s credit. The statement of 
the bank March 12, 1915, showed re- 
sources amounting to $11,565,843.25 
and loans totaling $3,037,092.94. 

A decided increase in total deposits 
of Dallas banks was shown in the state- 
ment of March 4, 1915. The statement 
follows: 


Bank. Deposits. 
American Exchange ......... $12,015,679.73 
NEED anc eee caciivineaans 7,832,309.33 
ie REM ate 7,027,148.07 


ECC Ee ee 1,468,581.85 
IE ss. ig wwe maneibaraa 385,559.99 
ek ee ee ee 1,074,679.09 
Ree Geers pe arer aeaee 892,156.60 
0 aE Ree reo ere see 587,900.00 
i ES ee ee 513,495.08 


ee a ee 148,971.00 


POE vecatansscepeuasPean $31,976,480.74 


The 1.756 depositors in the Postal 
Savings Bank have $184,339, an aver- 
age of $99 for each depositor. About 
one-third of the postal deposits of the 
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State are in the Dallas Postal Savings 
Bank. 





AMERICAN BANK AND TRUST COMPANY 
SAVANNAH, GEORGIA 


—Above is an illustration of the new 
building of the American Bank and 
Trust Company, Savannah, Ga., de- 
signed and being constructed by Alfred 
C. Bossom, the well-known New York 
architect. 

The exterior of the building is of 
marble for the first two stories and 
marble quoins to the top of the brick 
infilling to form panels in the orna- 
mental treatment above. 

The interior will be equipped with the 
latest type elevators, both passenger and 
freight, with direct access from the al- 
ley to the freight elevator and the ele- 
vators will be enclosed in fireproof 
shafts throughout carried on their own 
foundations irrespective of the floors. 

The building is also equipped with a 






































Securities 
Our six departments offer excep- 
tional facilities for the investigation, 
selection, purchase and sale of 


high-grade securities. 


Mississippi Valley Trust Company 








ST. LOUIS 
Capital, Surplus and Profits over ‘i $8,000,000 
staircase treated in the same way, a fea- the fuil length of the public lobby will 


ture quite unique in the city of Savan- 
nah. The offices throughout will be of 
the latest type with all the latest equip- 
ment and requirements with connec- 
tions for vacuum cleaners, running hot 
and cold water throughout. Safe cabi- 
nets will be provided for tenants if they 
require them. In fact, it will represent 
the latest type of New York office build- 
ing in Savannah. 

In addition to engaging in a general 
banking business, with savings depart- 
ment and safe deposit vaults, the Amer- 
ican Bank and Trust Company conducts 
a trust business, acting as administrator, 
executor, trustee, guardian, registrar and 
transfer agent of stocks, and in the 
trust department will handle real es- 
tate in all its branches and make a spe- 
cial feature of the handling of estates. 

Although the institution is a young 
one, the officers in charge of its opera- 
tion are old bank and trust company 
men of many years’ experience; Mr. Da- 
vis, president of the new institution, was 
for many years vice-president and ex- 
ecutive of the old Savannah Trust Com- 
pany, now merged with the Chatham 
sank and known as the Chatham Bank 

nd Trust Company. Mr. Anderson, 

vice-president, was secretary and trust 
licer of the old Savannah Trust Com- 
ury, and Mr. Lebey, secretary and 
casurer of the new institution, was as- 
slant secretary-treasurer of the old 
pany. 

Che bank is going to make a special 

iture of its vault equipment, and it 

izht be called the “daylight bank” for 


extend the entire length of Drayton 
street, so that anyone passing along the 
street will be able to see right into the 
bank and see the business that is going 
on at all times. 

Mr. Bossom’s work in the line of bank 
architecture is attracting much atten- 
tion, particularly throughout the South. 
He has lately constructed bank buildings 
at Savannah, Durham (N. C.), and at 
Lexington and Lynchburg, Va 


& 
WESTERN STATES 


—George A. Mahan, of Hannibal. 
who was recently elected a director of 
thes Mississippi Valley Trust Co., is 
ene of the best-known lawyers and 
business men of Missouri. His public 
service has attracted such attention that 
lie has been urged several times to be- 
come a candidate for Governor, but he 
has consistently declined to consider 
these offers, declaring that he is not 
ambitious to hold office. 

Mr. Mahan some time ago purchased 
the old Mark Twain home and present- 
ed it to the City of Hannibal, to be 
preserved as ‘“‘an example to the young 
men of America.” Mark Twain rose 
from poverty to honor and wealth 
through hardship and work, and Mr. 
Mahan thought that the great author’s 
career should be a practical demonstra- 
tion of the opportunities offered young 
men in. the United States. 
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— 
Georce A. Manan 
NEWLY-ELECTED DIRECTOR MISSISIPPI VALLEY 
TRUST CO., ST. LOUIS, MISSOURI 


Conspicuous among the recent work 
of Mr. Mahan was his campaign for a 
new banking system. As president of 
the National Citizens’ League of Mis- 
souri, he directed the movement in the 
Mississippi Valley and helped in shap- 
ing the policy of the national organi- 
zation. He declared that the business 
men and people did not care who might 
devise the new banking system, but 
they only desired that the system 
should conform with republican prin- 
ciples, prevent panics and safeguard 
business. This declaration became the 
policy of the national movement. 

Mr. Mahan recently served on the 
commission which framed the new Mis- 
souri Banking Code, enacted by the 
State Legislature at the recent session. 

Mr. Mahan is reputed to be possessed 
of considerable wealth. He is counsel 
for the Atlas Portland Cement Co., 
Bell Telephone Co., Wabash Railroad, 
Burlington Railroad, St. Louis & Han- 
nibal Railroad and virtually all of the 
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large companies operating in Northern 
Missouri. He has won widespread rec- 
ognition as a consulting counsel. 


—It was announced April 12 that As- 
sistant Attorney-General William M. 
Fitch, of Missouri, has resigned to be- 
come an officer of the Mississippi Valley 
Trust Company. 

He will manage the company’s lately- 
organized farm loan department, with 
particular attention to its field work 
and legal duties. 

Mr. Fitch was born in Clinton county, 
Mo., and is an A. B. of William Jewel 
College at Liberty. 

From 1893 to 1896 he read law under 
the late Senator H. F. Simrall in the of- 
fices of Simrall & Trimble at Liberty, 
Mo. He was admitted to the Clay 
County bar in 1896 and from that year 
until 1913, when appointed assistant 
attorney-general, he was actively en- 
gaged in legal practice in DeKalb and 





Hon. Wo. M. Fircu 
NEWLY-ELECTED DIRECTOR MISSISSIPPI | VALLEY 


TRUST CO., ST. LOUIS 




















Ask Your Stationer for 


Bankers Linen. Bankers Linen Bond 


Made in Flat Papers, Typewriter Papers and Envelopes 


They are fully appreciated by the discriminating banker desiring high grade, 
serviceable paper for correspondence and typewriter purposes 


SOLE AGENTS 


F. W. ANDERSON & COMPANY 
34 Beekman Street, New York 








neighboring counties of northwest Mis- 
souri. 

He has been actively engaged in the 
farm loan and real estate title business 
for over fifteen years, during which 
time he has placed a large volume of 
loans for various investor clients, on 
northwest Missouri farm lands. 

Mr. Fitch is enthusiastic as to the 
opportunities offered by Missouri farm 
lands, which, he says, require only sat- 
isfactory farm credit arrangements for 
their development. 

Not only are Missouri farms rich in 
undeveloped possibilities, he says, but 
it is a fact that they are today produc- 
ing richer crops per acre than farms 
that sell for double their price in other 
States. 

Mr. Fitch expects to alternate be- 
tween St. Louis and Jefferson City un- 
til his State responsibilities can be 
turned over to a successor. After this 
he will make his home and business 
headquarters in St. Louis, but will 
spend a great part of his time in travel- 
ing over the farm country of Missouri 
and other States in caring for the busi- 
ness and needs of the new department 
of the Mississippi Valley Trust Com- 
pany. 





At Minneapolis the Scandinavian- 
American National Bank has leased the 
quarters recently vacated by the Se- 
curity National Bank, following the 
merger of this institution with the First 
National Bank. 

Referring to the lease of the new 


quarters, President Lyon of the Scan- 
dinavian-American National said: 

“We have long needed larger quar- 
ters. With 4,000 accounts and deposits 
of $7,000,000 we have far outgrown our 
present location.” 


—Charles E. Gall has been promoted 
from paying teller of the First National 
Bank of St. Paul to an assistant cashier- 
ship. 


—The Vandeventer Trust Company, 
St. Louis, moved on May 1 from near 
Vandeventer and Olive streets to Grand 
and Olive. An increase of capital from 
$50,000 to $150,000 was recently au- 
thorized. 





A very substantial and attractive 
building is under construction for the 
Lafayette South Side Bank, St. Louis. 
lt is expected that the new building 
will be finished in October. 


—TIndiana bankers will hold the next 
annual convention of their association at 
Indianapolis on October 13 and 14. 
Group conferences will be held in May 
and June in the eight districts into 
which the State has been divided. The 
time for these conferences will be fixed 
by the officers of each group after cor- 
respondence with the State officers so 
that there will not be any conflicts of 
dates. 


—Samuel D. Works, State Commis- 
sioner of Insurance, succeeds James J. 
Ponsford as president of the Commer- 
cial State Bank of St. Paul, Minn. 
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—In order better to acquaint the 
banks of its territory with the advan- 
tages offered by the Federal Reserve 
Bank of St. Paul, that institution has 
begun a campaign of education and pub- 
licity, under the direction of Curtis L. 
Mosher. 


—For the Dickinson Trust Company 
at Richmond, Ind., a new building of the 
exclusive bank type will be erected. 


—The Missouri Bankers’ Association 
meets in annual convention this year at 
Kansas City on May 25 and 26. 


—The Iowa Senate defeated the bill 
by Senator Jones of Villisea placing 
private banks under State control and 
inspection. The Anderson bill, similar 
to the Jones measure, has already been 
defeated in the House. 


—At a recent meeting of the board of 
directors of the Live Stock National 
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Bank, South Omaha, Nebr., some extens- 
ive improvements in the buildings were 
decided upon. Most of the building 1s 
to be entirely remodeled. 

President Lord of the bank announced 
that the entire first floor would be used 
for banking purposes. Those now occu- 
pying office room on Twenty-fourth 
street have received notice that the bank 
wants this room. This will increase the 
banking floor space to 60x54 feet. 

The second floor will be made over 
into fine modern offices. 


—Charles W. Foster is a new assist- 
ant secretary of the Northwestern Trust 
Company, St. Paul, Minn. 


—At Kendallville, Ind., the Noble 
County Bank has completed and now 
occupies a very fine building of classic 
design. The building is thirty-four feet 
wide and eighty-six feet in length and is 
a one-story structure with the exception 
of that portion directly over the vault 
in the rear, which has been arranged as 
a mezzanine floor. The main banking 
quarters occupy a space thirty-two feet 
wide and fifty-eight feet long with a 
ceiling twenty-six feet high. Marble, 
bronze and mahogany have been em- 
ployed in the interior finishing, and the 
equipment throughout, including the 
vaults, is most complete and modern. 

The Noble County Bank was opened 
on September 1, 1889, in its present lo- 
cation as a private bank, was incor- 
porated as a State bank in 1891 with 
$50,000 capital. In 1911 the capital 
was increased to $100,000. Present of- 
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ficers of the bank are: A. M. Jacobs, 
president; W. A. Gillian, cashier; F. L. 


Bluhm, assistant cashier. 


—Montana has a new banking law. It 
prohibits the formation of private banks 
in future, but permits those now existing 
to continue, though requiring them to 
submit to examination and to make and 
publish reports. Branch banks are for- 
bidden. Banking reserves required by 
law are reduced from twenty per cent. 
to fifteen per cent. The superintendent 
of banks may refuse to grant organiza- 
tion papers to any proposed bank in a 
location where existing banking facilities 
are deemed sufficient. 


—Geo. F. Orde, vice-president of the 
Scandinavian-American National Bank, 
Minneapolis, is the new president of the 
Twin City Bankers’ Club. 


—Adolph G. Sam, assistant examiner 
of the St. Paul and Minneapolis Clear- 
ing-House Associations, is the new 
cashier of the Stockyards National at 
South St. Paul, to succeed Gordon C. 
Smith, advanced to the vice-presidency 
in place of W. E. Briggs, who is now 
vice-president of the Northwestern Na- 
tional Bank, Minneapolis. 


—aA consolidation was recently effect- 
ed between the German-American State 
Bank and the City National Bank at 
Omaha, Nebr. The name of the latter 
bank will be retained and the quarters 
of the City National Bank be occupied 
under the merger. Fred R. Baker, 
president of the German-American 
State Bank, is president of the City 
National, and J. F. Hecox, heretofore 
vice-president of the latter, becomes 


cashier. 
& 


PACIFIC STATES 


—On lines similar to the foundations 
established in Cleveland and St. Louis 
and already fully described in this 
MaGazZINE, a community trust fund has 
been established at Spokane, Washing- 


ton, on the request of leading citizens, 
the Union Trust and Savings Bank to 
act as trustee of the fund, while the 
income available for the purpose of the 
trust is to be expended by an impartial, 
nonsectarian, nonpolitical committee 
serving without compensation. No two 
members of this committee will be of the 
same religious denomination and it will 
be composed of men and women who 
are informed concerning the educational, 
social, civic and charitable needs of the 
city at the time the fund is being ex- 
pended. 


—tThe twentieth annual convention of 
the Washington Bankers’ Association 
will be held at Seattle September 6 and 
7, in the same week as the meeting of 
the American Bankers’ Association in 
that city. 


—Idaho bankers will hold their an- 
nual convention at San Francisco May 
27 to 29, in conjunction with all States 
represented in the Twelfth Reserve 
District. 


& 
CANADIAN NOTES 


—Since the beginning of December 
sales of Canadian provincial govern- 
ment, corporation, and municipal bonds 
in the United States have totaled at 
least $67,000,000. There has been only 
one sale in London this year, and, in- 
deed, since last July. This was the 
flotation of the $25,000,000 Dominion 
loan in London at the end of March. 
A fairly large amount of municipal 
bonds have been sold in Canada. The 
sales of all Canadian bonds during the 
past four months (December, January, 
February and March), as compiled by 
the “Monetary Times” of Toronto, 
were made in the following markets: 


Bonds sold in Amount. 
UE: ccranadakktawbameakads $9,937,022 
eee 25,000,000 
EOD pie acuaccus newness 67,020,000 

ME. .tcddoccvstdasadonesvens $101,957,022 








